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Safe Harbor Statemaeant

The exhibit attached to this Form 6-K contains forward-looking statements. We may from time to
time make forward-looking statements in our periodic reports filed with or furnished to the United
States Securities and Exchange Commission on Forms 20-F and 6-K, in our annual reports to
shareholders, in offering circulars, invitation memoranda and prospectuses, in media releases
and other written materials and in oral statements made by our officers, directors or employees to
analysts, institutional investors, lenders and potential lenders, representatives of the media and
others. Examples of forward-looking statements include:

+ expectations about the timing and amount of payments to the Asbestos Injuries
Compensation Fund (AICF), a special purpose fund for the compensation of proven
asbestos-related personal injury and death claims;

+ statements regarding tax liabilities and related audits and proceedings;

s statements as to the possible consequences of proceedings brought against us and certain
of our former directors and officers by the Australian Secwrities and Investments
Commission;

s expectations concerning indemnification obligations;

expectations concerning the costs associated with the suspension of operations at our

Blandon, Pennsylvania and Plant City, Florida plants;

expectations that our credit facilities will be extended or renewed:

expectations concerning dividend payments;

projections of our results of operations or financial condition;

statements regarding our plans, objectives or goals, including those relating to competition,

acquisitions dispositions and our products;

+ statements about our future parformance; and

+ statements about product or environmental liabilities.

*« & o 9

Words such as “believe,” “anticipate,” “plan,” “expect,” “intend,” “target,” “estimate,” “project,”
“predict,” “forecast,” “guideline,” “should,” “aim” and similar expressions are intended to identify
forward-looking statements but are not the exclusive means of identifying such statements.

»ow " u )

Forward-locking statements involve inherent risks and uncertainties. We caution you that a
number of important factors could cause actual results to differ materially from the plans,
objectives, expectations, estimates and intentions expressed in such forward-looking
statements. These factors, some of which are discussed under “Key Information - Risk Factors”
beginning on page 6 of our Form 20-F filed on July 8, 2008 with the Securities and Exchange
Commission, include, but are not limited to: all matters relating to or arising out of the prior
manufacture of products that contained asbestos by current and former James Hardie
subsidiaries; required contributions to the AICF and the effect of foreign exchange rates on the
amount recorded in our financial statements as an asbestos liability; compliance with and
changes in tax laws and treatments; competition and product pricing in the markets in which we
operate; the consequences of product failures or defects; exposure to environmental, asbestos
or other legal proceedings; general economic and market conditions; the supply and cost of raw
materials; the success of our research and development efforts; our reliance on a small number
of customers; compliance with and changes in environmentat and health and safety laws; risks
of conducting business internationally; compliance with and changes in laws and regulations;
foreign exchange risks; the effect of natural disasters and changes in our key management
personnel. We caution you that the foregoing list of factors is not exclusive and that other risks
and uncertainties may cause actual results to differ materially from those in forward-looking
statements. Forward-looking statements speak only as of the date they are made.




EXHIBIT INDEX

Exhibit No. Description
Exhibit 99.1 2008 James Hardie Annual Report — Filed with the Australian

Stock Exchange on June 30, 2008



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.

James Hardie Industries N.V.

Date: August 5, 2008 By: ﬂ’(» C{/\"-“““'
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+ Based on our net sales, we believe we are the largest
manufacturer of fibre cement products and systems for
internal and external building applications in the United
States, Australia, New Zealand, and the Philippines.
We are also establishing a presence in Europe.

AIE 150 el

+ Our products are used in residential and commercial
buildings, as exterior cladding and internal linings,
pipes, bracing, decorative elements and fencing.

+ We employ around 2,900 people.

+ We generated net sales of over US$1.4 billion in
fiscal year 2008.

omi | D ——

+ Through our extensive research and development

programs, our unique manufacturing technology and

our differentiated products, we aim to create wealth for 4

_our shareholders, provide design and construction

benefits for our customers and offer challenging and
rewarding careers for our employees.

James Hardie Annual Report 2008
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In the face of significant adverse conditions in our major markets in the US, where new housing starts

were down 37% from last year and 55% from their peak levels of 2006

+ Total net sales decreased 5%, from US$1,542.9 million to US$1,468.8 million.

+ Gross profit decreased 8% from US$573.0 miflion to US$530.0 million.

+ Gross profit margin decreased 1.0 percentage point to 36.1%.

+ Net operating {loss) profit decreased from a net operating profit of US$151.7 million in fiscal year 2007 to a net
operating loss of US$71.6 million in fiscal year 2008. This fiscal year 2008 figure includes asbestos adjustments
of US$240.1 million, AICF SG&A expenses of US$4.0 miltion, AICF interest income of US$9.4 million and tax
benefit related to asbestos adjustments of US$45.8 million. Net operating profit excluding asbestos decreased

47% to US$117.3 million.

+ EBIT excluding asbestos decreased by 35% to US$207.5 million, compared to US$318.9 million for

the prior year.

+ EBIT margin excluding asbestos decreased by 6.6 percentage points to 14.1%.

+ As a percentage of sales, SGRA expenses increased by 1.6 percentage points to 15.5%.

+ Diluted earnings per share excluding asbestos decreased from US47.6 cents to US25.7 cents.

+ In an on-market share buy-back, US$208.0 miltion spent to purchase 7.6% of issued capital at an average price
of US$5.83, achieving more than 3% accretion in earnings per share and 0.5% reduction in the company's

weighted average cost of capital.

+ Dividends of US27.0 cents per share /CUFS were paid during the year to 31 March 2008.

(Millions of US dollars) 2008 2007 % Change

Net sales

USA Fibre Cement $ 114438 3 12623 ()]
Asia Pacific Fibre Cement 298.3 2517 19

Other 25.7 28.8 (11)
Total net sales 1,468.8 15429 (5)
Cost of goods sold {938.8) {969.9) 3

Gross profit 530.0 5730 (8)
Selling, general and administrative expenses (228.2) (214.6) (6)
Research and development expenses (27.3) (25.9) (5)
Special Commission of Inquiry and other relaled expenses - (13.6) -

Impairment charges (71.0) - -

Asbestos adjusiments (240.1) (405.5) L)

EBIT (36.6) (86.6) a8
Net interest incame (expense} 1.1 (6.5} -
Operating loss from continuing operations before income taxes (35.5) (93.1) 62

Income tax (expense) benefit {36.1) 2439 -
Operating profit (loss) from continuing operations

before cumulztive effect of change in accounting principle $ (M.e $ 150.8 -
Net operating (loss} profit $ (71.6) $ 1517 -
Volume {mmsf}

USA Fibre Cement 1,916.6 2,148.0 (11)
Asia Pacilic Fibre Cement 398.2 350.8 2
Average net sales price per unit {per msf)

USA Fibre Cement us$ 597 uss 588 2
Asia Pacific Fibre Cement AS 862 A$ 842 2

James Hardie Annual Report 2008
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As we all know, economic events
have been in turmail for some time
now especially in our principal
market, the United States. In his
CEO report, which follows, Louis
Gries will discuss this in some
detail but 1 would like to share with
you some of my ohservations and,
in addition, address some specific
Board issues.

General observations

Within an exceptionally difficult economic
situation in fiscal year 2008 (for example

new housing starts in the US wera down

37% compared to the prior year) the
management team ai James Hardie significantly
outperiormed the industry {James Hardie's
sales decrease was only 5% overall and 9%
in the US). In addition to clearly gaining share
in & depressed marketplace, James Hardie
was able to maintain an excellent level of
profitability, with EBIT {excluding asbestos
and asset impairments) of US$281.7 miilign
or 19% of net sales.

During such a period of uncertainty it is
obviously quite difficult 1o forecast what short
and medium overall industry demand — such
as new housing starts — will be. There are,
however, many areas of resulis that can

be controlled by management. We have
recommended in our Notice of Meelings
shareholder approval of an overall management
incentive plan far fiscal year 2009 which the
Board beligves will help to focus management
on the correct short, medium and long-term
issues with measurable goals and results.

No one knows for certain when “normal”
industry demand levels will refurn - the
forecasts that | have heard would put it
somewhere in the 2010 time frame or perhaps
somewhat beyond that. We believe it is
exceplicnally important to our shareholders
that, given the inherent strengths of James
Hardlie both in the market place and as an
organisation, we put in place during this
peried of economic transition, programs that
will enable James Hardie to emerge in an even
stronger marke! and financial position. With
the management team that we have, we have
every confidence that this in fact will happen.

In addition to the basic business issues and
situation discussed above, James Hardie,

as you know, has several important "legacy”
issues that the Board and management must
deal with. Gefting James Hardie {0 a situation
where these various "legacy” issues are
behind us or controlled to the point where
management can concentrate 100% of their
time and attention on the basic running of
the business and improving our competitive

position and resuits is a very important
priosity for us.

Other issues

In the past year we have continued a normat
process of Board renewal. Two of our longer
serving directors, John Barr and James Loudon,
have retired and advised their intention {0

retire afier this year's AGM respectively, and it
is with great regret that we have accepted their
resignations. We deeply thank them for thair
contribution to the company. In addition, Don
DeFosset, who joined the Board about a year ago,
could not continue to participate in the Board
hecause of the demands of his other board and
business commitments.

Replacing Messrs Barr and Loudon, we have
made two appointments since the last AGM:
David Andrews and David Harsison. Mr
Andrews comes 1o the Board with significant
governmental and legal experience at senior
levels in government and the corporate world
and Mr Harrison brings to the Board significant
international finance experience at senior
corporate levels. o

In addition in this past fiscal year we announced
dividends totalling US20 cents per share and

we completed a share buy back program totalling
1J5$208.0 millign and purchasing 7.6% of the
issued capital. We will continue to monitor

the overall situation as we go info this next

fiscal year,

Summary

Trying to encapsulate a complex situation
into just a few words | would summarise it
as follows:

There is still significant uncestainty existing

for James Hardie given the general economic
siluation we are all familiar with and with some
of the legacy issues that we must deal with.

At the same time 1he inherent strength of James |
Hardie continues to grow under the leadership

of Louis Gries and the management team that we
have at the company and we anicipate that this

will continue through the upcoming fiscal years.

W%W [

Michael N. Hammes
Chairman



James Hardie’s performance in fiscal

- year 2008 was good, considering the

very difficult market conditions. Qur
financial results were significantly
affected by a dramatically declining
housing market in the US, where
new starts were down 37% from last
year and 55% from their peak levels
of 2006.

In these conditions, our net sales decreased
by just 5% to US$1,468.8 mitlion, gross profit
was down 8% to US$530.0 million, and EBIT
excluding asbestos and asset impairments
decreased 12% to US$281.7 million.

USA Fibre Cement

We continued to outperform the broader
market, with net sales for the year down just
9% to US$1,144.8 million, EBIT 13% lower
at US$313.6 million and the EBIT margin
down 1.3 percentage points to 27.4%, both
excluding impairments.

We increased market penetration with our
products and pricing was flat, as we continued
to take market share from alternative products.
While our exterior product volumes were
negatively impacted by the housing downturn,
sales of our ColorPlus® cotlection of products
Grew year-on-year.

Qur strategy for the US business hasn't
changed. Unlike most US building material
businesses, our highly differentiated product
position that has been built through our
product leadership strategy continues to deliver
good returns, even in the down market. We
remain comemitted to investing in key growth
initiatives and we expect to further increase
market share and continue o outperform the
broader market.

The decline in US housing construction is
expected to continue through fiscal year 2009,
and may continue into fiscal year 2010. Based
on this outlook, we have shifted our short-
term focus somewhat, with more emphasis on
bottom line performance. This has obviously
become more challenging due to the reduced
market apportunity, at the same time as we
are facing higher energy, pulp and freight
costs. To that end, we have significantly
reduced employee numbers in plants where
we have reduced capacity and in SG&A where
appropriate.

So although we expect to continue to
ouiperform building material peers, we are
working hard to optimise returns for share-
holders in difficult market conditions. We are
also confident that we are strengthening our
market position during this period and will be
well-placed to take advantage of opportunities

when the US market rebounds in the future.

Asia Pacific Fibre Cement

Asia Pacific Fibre Cement had a very strong
year. Net sales increased 19% to US$298.3
million, EBIT was 28% higher at US$50.3
million ard the EBIT margin rose 1.2
percentage points to 16.9%.

The strategy we put in place for this division
several years ago is now showing up in the
results, which is a real accomplishment. New | ..
Zealand has always been a good business, o
and it's gotten better over the last couple of
years, but most of the gains in the Asia Pacific
numbers are in Australia. Our results reflect the
valug pricing we are getting on our growing
range of differentiated products.

Other

The recent downturn in construction activity

in Florida, and the outlook for the USA Hardie
Pipe business, led us to close this business
effective 22 May 2008, The estimated future
financial relurns were not sufficient to warrant
further investment. We will continue to operate
our Austraiian FRC Pipe business.

QOur Eurape Fibre Cement business, although
smalt, is stili growing and had a significantly
reduced EBIT loss for the year.

Dutlook

In North America, we expect further weakness

in new housing construction activity in the
short-term;, due fo high inventory levels of

new homes for sale, an increased rate of
foreclosures placing more properties on the
market, weaker economic conditions and “
consumer sentiment, and tighter mortgage

lending standards.

For Asia Pacific Fibre Cement, the short-term
outlook is for residential construction activity
to be weakening in Australia and be weaker in
New Zgaland and the Philippines. L

The business expects 10 continue to grow
primary demand for fibre cement and increase
market shares through its range of differentiated
products in Austratia and New Zealand. We
expect our non-differentiated products will
remain subject to strong competiticn,

continued over
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| Legacy issues

As our Chairman, Mike Hammes, noted in his

" report, James Hardie is facing challenges in

addition to thase presented by the deteriorating
US cperating environment.

We also have to deal with significant
challenges tha stem from legacy issues
relating to previous company restructures,

and these issues cansume considerable
management time and expense to the company.

The first of these issues concerns where we are
domiciled. Changes to the income mix from the
businesses and other changes mean that we no
tonger derive the benefit from cur Netherlands
domicile to the same extent as we have in the
past. Managirg what has become a more US-
focussed business from The Netherlands is
challenging. Addressing this issue is complex,
but we are considering various alternatives

that could be implemented before the current
financial risk reserve agreement with the Qutch
Government ends in 2010

On another matter related to The Netherlands
domicile, the US IRS recently advised us
that in its view we do not comply with the
US-Dutch tax treaty for the years 2606 and
2007, which would affect the withhotding tax
rates on payments from the United States to
The Netherlands. Since we had adjusted our
management structure and practices to ensure
that we complied with the treaty changas
that became effective 1 February 2006, we
do not agree with the IRS position and we
will continue to pursue appropriate avenues
available to us to contest this view.

We are similarly committed {0 resolving the
issues we have with the ATO, relating to
the disputed fiscal year 1999 tax return of

our subsidiary, RCI, which will start court
hearings in December 2008, and the more-
recently advised actions relating to a now
liquidated former subsidiary.

Hearings in the ASIC proceedings are due

to start this September. We will be actively
contesting ASIC's case on a number of bases,
including its claim for a court orcer requiring
JHI NV to indemnify ABNGO, a subsidiary

of the AICF Trust, for up to A$1.9 billion if
required. Those bases include the fact that
the Amended FFA has been entered into with
the NSW Government (November 2006) and
approved by shareholders (February 2007),
and that special legislation has been enacted
by the NSW Government in support of the
Armended FFA.

Although all of the above issues deal with
past events, | know that they concern our
shareholders. We are committed to resolving
them in the interest of the company and its
shareholders, and look forward to a future that
allows us to focus more management time on
value creating activities.

Louis Gries
Chief Executive Officer
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we believe are very good results,
not-withstanding the significant
decline in US residential housing
market activity. We continued to
have very strong cash generation, at
US$319.3 million for the company.
This is a record and, from a financial
viewpaint, the highlight of the year.
We announced a final dividend of
US8 cents to give a total dividend

of US20 cents per share.

Capital management

We announced a 10% on-market share buy-
back in mid-August 2007 and, during fiscal
year 2008, spent US$208.0 million purchasing
7.6% of the issued capital at an average price
of LIS$5.83 per share. There have been no
share purchases since 1 April 2008.

The material benefits of the buy-back are

a more than 3% accretion in eamings per
share and a 0.5% reduckion in the company’s
weighted average cost of capital.

Cansolidated resulls

The results for our business segments are
described in more detail on pages 11—15
of this annual report, and in Management's
Discussicn and Analysis on pages 28-38.

Qur consolidated results showed net sales
down 5%, affected by the housing downturn
in the US, ofiset by currency gains and sales
improvements in the Asia Pacific region; gross
profit down 8§%: SG&A expenses were down
6% and we recorded a 5% increase in our
research and development expenses.

After asbestos adjusiments of US$240.1
million, our income tax expense for the year
was 1JS$36.1 million and the net operating loss
for the year was US$71.6 million, compared

to a prodit of LIS$151.7 million for fiscal year
2007. After adjusting for asbestos, asset
impairments and tax adjustments, we recorded
a US$169.7 million proiit, 20% down on last
year's result of US$211.8 million.

Non-cash adjusiments

Our net operating profit was substantially
affected by non-cash adjustments for asbestos,
asset impairments ang tax.

We made 2 US$240.1 million asbestos
adjustment as a result of 2 change in KPMG
Actuaries’ (KPMG) estimate oi the asbestos
liability and uniavourable currency movements.
Ashestos paymenits are discussed in more
detail below.

We had three major asset impairments in

the year fotalling US$71.0 million: US$25.4
miltion in (4 associated with the closure of
USA Hardie Pipe; US$13.2 miliion in Q4 in
adjustments to the value of machinery and
buildings in USA Fibre Cement; and 2 US$32.4

million impairment charge with the closure
of the Blancon, Pennsylvania plant in Q3.

After these significant non-cash adjustments,
we recorded an EBIT loss of US$36.6 million.

In addition, we had US$5.8 million in
unfavourable 1ax adjustments relating to the
US GAAP siandard FIN48, which relates to
accounting for uncertain tax positions.

Financial results

Corporate costs were 6% higher, as a result
of Other costs of US$39.6 million, which
included consulting costs incurred early in
the year for projects which were compleied
by the end of the year.

Net interest expense excluding AICF net
interest income was US$8.3 million, affected
by the exira debt we have taken on with the
share buy-back. We expect the increase in
interest expense 1o continue with the higher
debt levels that we anticipate holding.

Excluding asbestos, asset impairments and
tax adjustments, our effective tax rate for
fiscal year 2008 was 37.9%, versus 32.5%
last year. A aumber of factors contributed to
this increase, including increased expense in
The Metherlands and a change in the nature
of the US business. We have previously given
guidance of an effective lax rate of about

35% plus or minus 2-3% and we expect to
continue within that range.

Adjusted EBITDA, excluding ashestos and
asset impairments, was US$338.2 miltion,
9% tess than for fiscal year 2007.
Depraciation and amortisation increased by
US$5.8 million, as the result of assels being
transferred from construction in progress to
operating assets.

Although our trading activities generated good
levels of cash in fiscal years 2007 and 2008,
last year some material payments resulted

in a negative net operating cash flow. These
included a US$154.8 million deposit with the
ATO and a US$148.7 million initial payment
to the AICF, resulting in a net operating cash
outflow of US$67.1 million. That was reversed
this year, when we had net cash generation of
JS$319.3 million for the year.

continued over
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Currency of Borrowings

As at 31 March

{Millions of US dollars) 2008 2007
Borrowings

usD $ 2645 $ 188.0
Other - -
Total Borrowings $ 2645 $ 1880
Deposits

AUD $ 3.0 $ 57
usD 20.2 19.2
NZD 1.9 1.2
PHP 9.0 74
Other 1.3 0.6
Tota! Deposits $ 34 $ 341
Net Borrowings $ 2201 $ 1538
Debt Maturity Profile

(Milliens of US dollars) 2008 2007
Less than one year $ 800 $ 830
1-2 years - -
2-3 years 174.5 -
34 years - 105.0
4-5 years - -
Greater than 5 years - -
Total Borrowings $ 264.5 $ 188.0
Capital Expenditure’ Year ended 31 March
{Millions of US dollars} 2008 2007
USA Fibre Cement $ 35 80.3
Asia Pacific Fibre Cement 55 i05
Other 1.5 1.3
Continuing Operations $ 385 $ 921
Exchange Rates (US$1=)

Weighted Average 2008 2007
AUD 1.1503 1.3066
NZD 1.3161 15213
Closing Spot

AUD 1.0903 1.2395
NZD 1.2607 1.4009
Gross Capital Employed

(Milliops of US dollars) 2008 2007
Fixed assets $ 755.8 $ 8273
Inventories 179.7 1476
Receivables/prepayments 345.2 329.5
Other 0.5 0.4
Accounts payable and accruals (118.4) {104.1)
Gross capital employed $ 1,162.8 $ 1,2007
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Our capital expenditure of US$38.5 million was

down significantly from US$92.6 million in the
prior year, with the largest decrease in the US

where we are now carrying substantial unused
manufacturing capacity.

The reduced capital expenditure and higher
tash generation allowed us to spend US$126.2
millien on an increased dividend and
US$208.0 million on the share buy-back.
While our level of net debt increased to
US$229.1 million at 31 March 2008, it is

still low.

Ashestos payments

At 31 March 2008 KPMG Actuaries undertook
a further assessment of the ashestos liability
which James Hardie assumed with the signing
of the Amended Final Funding Agreement
{Amended FFA) approved by shareholders in
February 2007,

The discounted (but inflated) central estimate
of KPMG Actuaries’ assessment at 31 March
2008 was A$1.426 biflion, an increase of A$71
million on the assessment at 31 March 2007,
Many factors contribuled to this increase, the
most material being an estimated increase in
mesothelioma claims.

The asbestos provision, net of insurance, other
iecoveries and tax, increased from US$786
million at 31 March 2007 to US$944.9 million
at 31 March 2008, as a result of the increase
in KPMG Actuaries’ reassessment and the
significant depreciation of the United States
dollar against the Australian dollar in the past
year. Further information on the accounting
for ashestos is included in the accompanying
financial statements in Note 12, commencing
on page 99 oi this annual report.

Al the end of March 2008 the AICF, which
manages asbestos claims and funds, had
restricted cash and cash equivalerts and
short-term investments of A$125.5 million.
As a result of James Hardie's strong cash
flow during fiscal year 2008, we will make a
contribution of the A$ equivalent of US$111.75
million to AICF during fiscal year 2009, This
represents 35% of James Hardie's net
operating cash flow of US$319.3 million

in fiscal year 2008.

+

+

The A$ amount will depend on the A$/ USS$
exchange rate in late June. We will pay the
AS amount in equal quarierly instalments
through the year, as allowed for in the
Amended FFA.

Key performance ratios

QOur key performance ratios for the year
reflect the challenging canditions for our
US business:

A decling in diluted earnings per sharg,
from US47.6 cents to US25.7 cents;

A return on shareholder funds of 13.2%,
down from 24.0%, as a resuit of both higher
shareholders funds and lower earnings;

A dilution in return on capital employed,
from 26.6% 10 18.1%;

+ A decling in EBIT margin from 20.7%, 1o

14.1%; and

+ Total dividends of US27 cents per share

+

were paid in the fiscal year,

QOur debt service capacity indicators
continued to be strong, with:

Net interest expense cover of 25.4 times;

+ Net interest paid cover of 16.5 times; and

+ Net debt payback of 0.7 years?®.

I would summarise the year as a very solid
overall operating performance given the
conditions. Although the nef operating
garnings were adversely afiected by a
number of non-cash adjustments, our
financial position remains strong and

the strong cash generation highlights the
underlying strength of cur company.

Divanitr, Chrasna

Russell Chenu
Chief Financial Officer

USA Fibre Cement

Asia Pacific Fibre Cement

Other

Net Sales
(Miltions of US dollars)

UISA Fibre Cement

Asia Pacific Fibre Cement

Other f

Total Identifiable Assets
L1 (Mitlions of US daltars)

\
\
o oy
L l \

td
-313.5 USA Fibre Cement [

i 50.3 Asia Pacific Fibre Cement ‘

[} EBIT for R&D ano Gther was 2 loss of 25.4

EBIT
(Miltions of US dollars)

Ll 3 Excludes payments under
the Amended FFA.

* Excluding impairments.
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o CORPORATE HEADQUARTERS

MANUFACTURING CAPACITY — BUILDING PRODUCTS

Plant location Existing design capacity/ Number of
year (mmsf)’ Employees
North America Fontana, California 180
Plant City, Florida 300
Cleburne, Texas 500
Tacoma, Washington 200
Peru, lllinois h60
Waxahachie, Texas 360
Blandon, Pennsylvania® 200
Summerville, South Carolina 190
Renc, Nevada 300
Pulaski, Virginia® 600

Total North America 3,390 1,809
Australia Brisbane, Queensland 120
Sydney, New South Wales 180
Total Australia 300 397
New Zealand Auckland 75 188
Philippines Manila 145 167
Europa 46
Research and Development M
Corporate 48
3,910 2,766

MANUFACTURING CAPACITY — PIPES

Plant location Design capacity/year Number of
(Thousand tons*) Employees
United States Plant City, Florida —# 34
Australia Brisbane, Queensland 50 B2
Total 50 116
Grand total 2,882
1 Annual design capacily is not necessarily ¥ On 31 October 2007, the company 3 The plant in Pulask, Virginia has two 4 Pipe and column capacity is measured in
reflective of our actual capacily utilisation announced plans to suspend prodoction manutacturing lines with a total annua! tons rather than million square feet.
al each plant. Plants outside the United al the Blandgn, Pennsylvania plant, design capacity ol 600 million Squaredeet  $ T \iS pipe business, at Plan City,
States produce a ranpe of thicker products,  in response to US housing markek (300 million square feet per line). Both Florida. ceased operaﬁons in May m
which negatively affects their autputs. conditions. manufacturing fines have been completed, '
Actuat production is aHected by factors however, currently onfy one line, with a
such as product mix, batch size, plant capacity of 300 milfion square feel, has
availability and production speeds and commenced commercial production,

is usually dess than annual design capacity.




+ Net sales decreased 9% from US$1,262.3
million to US$1,144.8 million.

+ Sales volume decreased 11% from 2,148.0
million square feet 10 1,916.6 miltion
square feet.

+ Average net sales price increased 2% from
1JS$588 per thousand square feet to US$597
per thousand square fest.

+ (ross profit decreased 12% and the gross
prefit margin decreased 1.3 percentage points.

+ EBIT excluding impairments decreased 13%
from US$362.4 miltion to US$313.6 million.

+ EBIT margin excluding impairments decreased
1.3 percentage points 10 27.4%.

Trading conditions

+ Although housing affordability improved
as 4 result of further interest rate cuts, the
housing market continued to deteriorate
during each quarter of fiscal year 2008 as
weaker consumer confidence, lighter lending
standards and falling house prices weighed
heavily on demand for new homes.

+ Housing construction were at near record lows
as builders attempied tc reduce high inventery
levels of new hornes for sale, and as increased
foreclosures placed more homes for sale.

+ Weaker housing activity resuMed in lower
sales volumes across the entire range of
our exterior products other than ColorPlus®
collection of praducts, which continued
growing.

+ Sales were lower across all divisions and in
each key region with the exception of Canada.

+ Repair and remodelling activity was not affected
to the same extent as new construction, but

+

+

+

+

+

+

some weakness in this segment led fo sales of

our interior products being slightly lower,

Outlook

Factors such as high inventory levels of

new hames for sale, an increased rate of
foreclosures placing mose properties on the
market, weaker economic conditions and
consumer sentiment, and tighter mortgage
lending standards, all sugaest that further
weakness in the level of new housing
canstruction activity is likely in the short-term.

For more infermation about USA Fibre
Cement, see pages 12-13.

ASIA PACIFIC FIBRE CEMENT

Results
+ Net sales increased 19% from US$251.7
millien t¢ US$298.3 million.

+ Net sales in Australian dollars increased 4%
due 1o a 2% increase in net sales volumes
from 390.8 million square feet to 398.2
million square feet, and a 2% increase in the
average Australian dollar net sates price.

UL BT e T P AT T Tl il e,

EBIT rose 28% from US$39.4 million to
US$50.3 million.

The EBIT margin was 1.2 percentage points
higher, at 16.9%.

Trading conditions
Residential construction activity was slightly
weaker in both Australia and New Zealand.

Foreign currency exchange rates were
favourable.

Tracitional products in particular remained
subject to strong price competition in
Australia. In New Zealand, differentiated
progucts, including Linea™ weatherboards,
gontinued 10 grow as a praportion of the
sales mix.

The increase in net sales was driven by
stranger prirmary demand for fibre cement

in Australia and New Zealand mainly due to
growth in sales of the Scyon™ product range
in Australia and Linea™ weatherboards in
Mew Zealand, a higher average net sales price
and favourable foreign currency movements.

Outlook

The short-term outlook is for residential
construction activity to be weakening in
Australia and weaker in New Zealand and
the Philippines.

Traditienal products in particular are
gxpected to remain subject 1o strong
competition in Australia.

For mere infermation about Asia Pacific
Fibre Cement, see pages t4-15.

OTHER

Results
Net sales decreased by 11%, from
US$28.9 million to US$25.7 millien.

USA Hardie Pipe

Net sales decreased compared to last year
due io materially tower sales volume resulting
from weaker residential and non-residential
construction activity in Florida.

As a result of this downturn, and the outlook
for USA Hardie Pipe the company closed

the business in May 2008, resulting in an
impairment charge of US$25.4 millior in the
fourth quarier. More information is contained
in Management's Analysis of Resutts on
pages 27-38 of this annual report.

Europe Fibre Cement

The Europe Fibre Cement business incurred
significantly reduced EBIT losses far the year
as it continued to build sales and improve
operating margins.

SUMMARY OF OPERATIC

James Hardie Annual Report 2008
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Net sales USEm 1,144.8 2623 12184 939.2 738.6
EBIT' US$m 313.6 362.4 3426 2415 195.6
Total identifiable assets US$m 835.8 893.0 B26.0 670.1 5549
Volumes {(mmsf) 1,916.6 21480 21828 18551 1,519.9
Average net sales price

(per msf) US$ 597 588 558 506 486
EBIT Margin® % 27.4 28.7 281 257 26.5
Number of employees 1,809 1,868 2174 1,820 1,722
Our business + The repair and remodelling segment

Based on our net sales, we believe we are the
largest manufaclurer of fibre cement products
and systems for internal and external building
consiruction applications in the United States.

QOur fibre cement products are principalty used
in the residential building industry, including
in new residential construction {single and
mulii-family housing}, in manufactured
housing (mobile and prefabricated homes)
and in the repair and remodeliing of homes.

When we started our siding business in the
US over a decade ago, we targeted states
where the superior durability of our products
offered considerable performance advantages
over traditional wood and engineered wood
siding products. These states now form our
Southern and Western Divisions. In the last
Seven years, we have increased our marketing
effors in areas where vinyl is ihe dominant
siding material, because we believe these
areas oifer us significant growth opportunities.
These areas make up our Morthern Division,

We have ten manufacturing plants in the
United States: twe in Texas and one each
in California, Florida, Washington, lllinois,
Pennsylvania®, South Carolina, Nevada
and Virginia. We also have a Research and
Devetopment Centre al our California plant.

Market position and oppertunity
Exterigr products

Based on our knowledge, experience and
ihird-party data regarding our industry, we
estimate that, in {iscal year 2008, we sold
approximately 12% of the estimated total 9.6
to 9.8 billion square foot US exterior siding
market (all types of siding; excludes fascia,
trim and soffit).

We inilially took market share from wood-
based siding products, and continue to do
s0; more recently, we have taken market
share from vinyl, which offers us a significant
growih opportunity.

We achieved a compound annual growth rate
of 13% in exierior product net sales for the
five fiscal years 2003-2008,

Our early focus on producing planks for new
construction has been expanded to an exterior
products portfolio that contains a full-wrap
exterior bund?e (siding, trim and soffits),

+

+

accounts for around 35-40% of our sales
mix and we have identified significant
opportunity for growth here, and in the
manufactured housing segmen.

+

Qur Northern Division accounts for
approximately 34% of our sales. We are
{argeting growth in this Division through
ingreased consumer awareness; field
sales representatives; partner programs
with builders; and sales of value-added,
differentiated products.

+

In our Southern and Western Divisions we
are targeting growth opportunities in rural
markets and in the repair and remadelling
segment, as well as targeting increased sales
of value-added, differentiated products.

interior products

Based on our knowledge, experience and
third-party data, we estimate that we have  +
35-45% of the US backerboard market,

Cur net sales in this segment have achieved +
a compound annual growth rate of 17%

for the fiscal years 2003-2008. We have a
technology advantage for floor applications,
and hold a Igading position in the %"
backer market.

HardieBacker™ 14" backerboard continues
fo drive our market penetration for wall
applications.

Our stratepy
Our strategy in the United States continues
to be to:

aggressively grow demand for our products
in targeled market segments;

grow our overall market position while
defending our share in gxisting market
segments;

offer products with superior value to that of
our competitors; and

intraduce differentiated products {o reduce
direct price competition.

With the severe decline in US housing
construction activity and the prospect of a
further decline in the short-term, we have
changed our focus slightly, away irom
growth initiatives, to those thal will increase
margins and build our EBIT performance.

Steps taken towards
achieving our strategy
During the year:

we suspended praduction at the Blandon,
Pennsylvania plant, in response to US
housing market conditions, in October 2007,

we re-set the business in February 2008,
based on housing starts of 1 million per
annum; further market deterioration led to
an additional re-sei for housing stans of
800,000;

+ we continued tc increase sales of our

ColorPlus® collection of products our
Artisan® Lap premium siding and Artisan™
Accent Trim were launched in Aflanta in
September 2007, and have been well-
received by architects, developers and
builders who work in the custom home
segment;

we launched Artisan® Lap in regions of
the Western and Southern Divisions;

we introduced HardieWrap™ weather
barrier; and

+ we continued t0 participate in trade and

consuUmer evants and publications to
ingrease primary demand for our products
by marketing directly to homeawners,
architects and builders.

1 Excluding impairments.

2 siding usage reports from
NAHB for calendar year 2007
will not be available until
August and November 2008,

3 production at the Blandon,
Pennsylvania, plant was
suspended in October 2007.

Note: All market and market
share ligures are management
estimates and cannot be
precisely measured,

13 James Hardie Annual Report 2008
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ASIA PACIFIC FIBRE CEMENT

2008 2007 2006 2005 2004
Net sales US$m 298.3 251.7 2418 236.1 2198
EBIT US$m 50.3 394 4.7 46.8 376
Total identifiable assels US$m 218.3 199.3 170.4 181.4 175.9
Volumes (mmsf)- 398.2 3308 368.3 3769 3621
Average net sales price
(per msf)* A$ 862 842 872 B46 862 |
EBIT Margin % 16.9 157 17.2 19.8 171
Numter of employees 834 835 854 892 955
Our business Our strategy

We manufacture a wide range of fibre cement
products in Australia, New Zealand and the
Philippines and sell these throughout the Asia
Pacific region,

QOur products are used in both residential and
cammercial building consiruction, as external
exterior cladding, interior walls, ceilings,
floors, soffits and fences.

In Australia, we alse manufacture fibre cement
pipes for civil and commercial use, and fibre
cement columns for decorative use.

We manufacture our internal and external fibre
cement products at two plants in Ausiralia, in
New South Walzs and in Queensland, and at
plants in the Philippines and New Zealand.
Qur pipes and decorative columns are
manufactured at a plant in Queensland.

We also have a Research and Development
Centre ai our New South Wales plant.

Market position and opportunity

We see growth opportunities in Australia,
New Zealand and the Philippines where our
products are used in framed consiruction
that offers benelits over traditional masonry
construction,

Fibre cement has a small share of 3 large
building materials market in Ausiralia and
New Zealand, and we are implementing
sirateqgies 10 increase demand for our
progucts,

We are facing increased competition in the
Philippines’ and Australian building boards
markets, but are focussed on improving
our EBIT,

+

QOur strategy in Asia Pacific is consistent
with our strategy for the USA Fibre Cement
business. We aim fo:

grow primary demand for our praducts;

leverage our superior technology io offer
differentiated products and systems with
superior value to those of our competitars;

prornote a smarter way te build composite
construction houses using our producls;
and

vigorously defend our position in existing
market segments.

Steps taken towards achieving
our strategy
During he year:

in Ausiralia, we increased safes and marked
share as a result of the success of our
Scyon™ range of products, launchad last
fiscal year;

sales of Scyon™ branded differentiated
products increased 150% compared to the
previous fiscal year,

sales of Scyon™ wet area flooring, Scyon™
trim, Axon™ cladding, Matrix™ cladding
and Scyen™ Linea™ weatherboards
incraased the proportion of differentiated
products in the sales mix;

in New Zealand, continued slrong growih
of Linea™ weatherboards and Axon™ panel
drove market share growth; and

we focussed on domestic canstruction
and building our market share in new
residential and commercial segments to
grow sales volumes in thg Philippines.

e
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How we measure workplace safety

We define a recordable incident as any
incident where the employee receives
professional medical treatment which may or
may not lead to lost or restricted workdays
for the employee as a resuit of the treatment.

A plant’s recordable case frequency rate

is a calcufation that describes the number
of recordable incidents per 100 full time
employees (100 employees working 40 hrs
per week 50 weeks per year).

The recordable lost workday case severity
rate for a plant is a calculation that describes
the number of recordable injuries and
ilinesses per 100 full-time employees that
resulted in days away from work.

Having & low incident and severity rate,
shows gur employees are practising
teamwaork, communication and personal
responsibility around safety and assures
James Hardie sustains excellence in our
overall Environmental, Health and Safety
Pracesses.

Safety performance for

fiscal year 2008

As a company, we achieved a recordable case
frequency rate of 3.6 in fiscat year 2008.

Three manufacturing lines (or facilities} out
of 19 achieved a recordable incident rate of
less than 1 and & severity rate of 0; three
facilities achieved a recordable incident rate
of less than 2; and ten facilities achieved a
recordable case severity rate of less than 20.
Five facilities achieved both targets.

How we worked to improve safety
Throughout fiscal year 2008, our corporate
EH&S team continued to develop people,
and refine tools, to provide plant managers
with the support they needed to further
improve our safety perfarmance. We:

implemented a better system of measuring
incidents 1o provide a more relevant measure
of the safety performance;

put in place programs to formally capture
and communicate best practices developed
by different piants; and

continued to work with our design engingers
to ensure any production developmenis

or plant madifications incorporated EH&S
reviews at the earliest stages.

USA Fibre Cement safety performance
In fiscal year 2008, our US plants continued
their safety improvements, with nine of the
14 manufacturing facilities improving one or
maore of the recordable case frequency rate
or recordable case severity rate.

The total US facilities’ recordable case
frequency rate of 2.8, and recordabie case
severity rate of 57, closely matched the
respective rales of 2.8 and 57 achieved
last year.

For the year;

+ qone facility achieved a year with no recordable

incidents, comparad to three facilites which
managed this in the prior year;

+ {hree facisities achieved the “(less than) 2

and (less than) 20" target for recordable case
irequency rate and recardable case severity
rate, corpared to seven last year; and

+ twelve iacilities beat at least one of he target

metrics of recordable case frequency rate or
recordable case severity rate.

Asia Pacific Fibre Cement

safety performance

Workplace safety declined slightly at our
Asia Pacific planis, with just one of our five
manufaciuring lines {or facilities) improving
one or more of the recordable case
frequency rate or recordable case severity
rate.

The Asia Pacific facilities had an overali
recordable case frequency rate of 5.7 and
a recordable case severity rate of 20.6,
compared to 3.7 and 16.1 respectively in
fiscal year 2007, For the year;

+ one facility acheved a recordable case

frequency rate betow 2 and a recordable
case severity rate below 20 for the third
consecutive year; and

+ two other facilittes had severity rates well

below the target of 20.

Salety tor the future

In fiscal year 2009, our facilities in both the
US and Asia Pacific will continue 1o work
towards achieving our 2 and 20 {arget.

In all of our operations, EH&S managers and
plant managers will continue to participate
in monthly safety calls to raview safety data
and identify lessons that can be applied.

In the United States:

+ we have implemented a new safety melrics
program 1o assess knowledge, behaviour,
leadership and severity reduction; identify
and analyse trends thal indicate issues;
assess what plant systems and equipment
needs to be made safer; and measure our
progress in reducing hazards and risks 1o
our employess;

+ we are focussed on safety leadership, and
have introduced Safety Tag interactive
safety evaluations between managers and
employees in the plant; and

+ at plants subject 10 extreme summer
temparatures, we have introduced a
heat stress program, including updated
processes, best practices, PPE requirements
and control measures to assure our
employees understand the issues and
protective measures to prevent heat related
illness.

In Asia Pacific we are working to reinvigorate

our safely program by:

+ increasing our facus on hazard management
and risk reduction;

+ continuing to implement an updated EH&S
management sysiem;

+ formatising our benchmarking practices so
we can take the best practices from each
site and apply these across the Asia Pacific
plants;

+ benchmarking ourselves against an external
industrial company to see if there are any
best practices that could be applied o our
operations; and

+ the Australian facilities are working towards
AS54801 accreditation for their EH&S
management systerns to ensure these
reflect best practices and are continuously
improving,

17 James Hardie Annuat Report 2008
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Products

This year we again increased sales of

the differentiated products that are at the
core of our growth strategy. The success
of these products, and the cost-efficient
manufaciuring capacity and proprietary
processes we use to create them, are the
result of our significani investments in
research and product, process and market
development.

In fiscal year 2008, we spent US$27.4
million — or approximatety in 1.9% of tolal
net sales — in research and development
activities.

We have Research and Development
Centres in Sydney, Australia and Fontana,
California, where we employ over one
hundred scientists, engineers and
technicians in Core Research and Product
& Process Development. Over 50% of our
scientists have advanced degrees and 45%
have worked for James Hardie for longer
than five years.

In North America, in fiscal year 2008;

We faunched Artisan® Lap siding, a “next
generation” siding product in our Southern
and Western Divisions. This product is
already successful in Australia and New
Zealand where it is sold as Scyon™ Linea™
weatherboards and Linea™ weaiherboards
respectively. Its combination of timbes-
like aesthetics and durable low density

has been well-received by homeowners,
architects, developers and builders who
work in the custom home segment.

We increased sales of our higher-priced,
difierentiated ColorPlus® collection of
products increased, despite the falls in
the housing market, due to the superior
performance and durability which enable
continued substitution for viny!, We now
offer our customers a choice of 20 colours
and an interactive on-line James Hardie
Design Centre where they can test colour
and product combinations on their style
of house.

+ We introduced HardieWrap™ weather
barrier in Georgia and North and South
Carolina. HardieWrap weaiher barrier
uses a proprietary MicroTech™ coating to
prevent water from entering the home, whilz
allowing the home to dry out and breathe.
When used in conjunction with our fibre
cement siding products, the HardieWrap
weather barrier provides a complete,
more advanced weather-resistant building
envelope 10 maximise protection against
the elements,

In Asia Pacific, in fiscal year 2008:

+ We saw increasing enthusiasm in
Ausiralia for our Scyon™ branded range of
differentiated products - Scyon™ Linea™
weatherboards, Scyon™ Secura™ wet
area flooring, a thick, easy-to-use flooring
for interior wet areas; Scyon™ Matrix™
cladding, contributing to contemporary
architectural design; Scyon™ Axon™
cladding, with a sleek vertical design; and
Scyon™ Axeni™ trim, a finishing touch for
edges and corners. Scyon™ product sales
increased 150% on the prior fiscal year,

+ We also saw continued sales growth for
Axon™ panel for external ¢ladding and
Linaa™ weatherboards in New Zealand.

The differentiated products we create by
re-investing in products and processes,
allow our customers, in turn, to differentiate
their own products or homes.
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James Hardie recognises that conserving
natural resources is vital {o the tong-term
success and viability of our business.

We continue to devote considerable time,
eftort and capital to advancing fibre cement
{echnology to ensure we:

minimise the environmental impacts from
our aperations;

CONServe resources;

effectively use any recavered or recycled
materials; and

make products that can be used to create
energy-efficient buildings.

Minimising environmental impacts
In fiscal year 2008, we continued o
aperate gur manufacturing facilities in a
responsible manner that complied with
regutatory standards.

We aim to operate our facilities in an
environmentally-responsible manner
that fully complies with the letter and
spirit of regulatory standards. Where

any gaps are noted in our compliance
efforts, we formulate corrective measures
and implement these to ensure full and
sustainable compliance,

Conservation of resources

The primary raw materials used in the
manufacture of James Hardie’s products are
abundant: cellulose fibre that is sourced,
wherever possible, from plantation grown
timber; sand from various sources; cement
from a worldwide market; and water.

We recognise that these resources are not

inexhaustible, however, and we place great
emphasis on Ihe efiicient use of materials

and energy.

Our current research projects include
greater use of recycled or by-product
materials, and processes 1o use water and
energy more efiiciently.

Cement is a contributor to the impact of

James Hardie products on the environment,

but its effect is being reduced, as cement
manufacturers make improvements {o

the energy efiiciency of their products’
manufacture. James Hardie aclively
manitors changes in the cement industry
and, as it adopts cleaner and more efficient
lechnologies, we adapt our processes and
formulae to use more environmentally-
friendly alternatives.

Our Australian operations are registered
under the National Energy Efficiency
Opportunities Act 2006. We are now
working {o identity and evaluate energy
efficiency opportunities and have
undertaken to report publicly on the
outcomes of the evaluation by the end
of 2008.

Waste minimisation

James Hardie is passionate about
minimising waste in our manufacturing
operations and we have introduced a
company-wide program te create a culture
focussed on continuously improving
malerial use. At all locations, as much as
possible, solid waste — such as trimmings,
serap, fine particles and reject material

— is reintroduged into the manudacturing
Process as raw materials.

Solid waste that cannot be reused in our
operations ¢an be certified and disposed
of in landfills. Process waste is also used
in applications where its properties are
especially desirable. For example, at some
locations, rejected boards are recycled

in the production of cement at partnering
cement suppliers.

Energy effictent building systems
Finally, our building products are used
in lightweight construction systems that
are among the most energy-efficient and
environmentally responsible building
systems available.

When incorporaled inte a wall system,
fibre cement building products have lower
embodied energy than many other typical
construction systems. They are lighier
than other building products, so they use
less energy to transport and can be used
to construct a structure that has a lower
impact on the environment.

Our current products have been used for
many years in residential and commercial
building applications and do not suffer the
mainfenance requirement and durability
problems of many other lighiweight
cladding materials. If buildings created
using our current products are eventually
demolished, the products can be safely
recycled, or disposed of in landills.

Community invelvement

Individual James Hardie plants support
lacal charilies and organisations and
employee teams regularly participate in a
variety of charitable fund-raising projects.

During fiscal year 2008, the Australian
operation introduced the HardieHelp
workplace giving program to encourage
employees to make regular donations
through the payroll system to a group of
four charities selected through an employee
survey. The company will match all
donations dollar for dollar.

James Hardie Annual Report 2008
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development, and manufacturing.
Its members cover the key areas of
fibre cement research and development,
production, manufacturing, sales,
human resources, investor relations,
finance and legal. Brief hiographies
of team members (in alphabetical
order) appear below. Additional
information is available on James
Hardie's Investor Relations website
(www.ir jameshardie.com.au).

Netherlznds-based team members
(in alphabetical arder) are:

Russell Chenu BCom, MBA
Chief Financiat Officer; member,
Managing Board?

Age 58

SENIOR LEADERSHIP TE

Russell Chenu joined James Hardie as Interim
CFO in October 2004 and was appointed

CFO in Februgry 2005. He was elected to the
cormpany’s Managing Board by CUFS holders
at the 2005 AGM.

Mr Chenu is 2n experienced corporate and
finance executive who has held senior finance
and management positions with a number of
Australian publicly-listed companies.

He has a Bachelor of Commaerce from the
University of Melbourne and an MBA from
Macquarie Graduate School of Management,
Australia.

Robert Cox BA, MA, JD

General Counsel & Company Secretary;
member, Managing Board"

Age 54

Robert Cox joined James Hardie as General
Counsel in January 2008. He joined the
company's Maraging Board as an Executive
Director and as Company Secretary eifective
7 May 2008.

Before joining James Hardie, Mr Cox was
Vice President, Deputy General Counse! and
Assistant Secretary with PepsiCo Inc. for

l:_—:_:j five years. His experience afso includes 10
b years as a partner of the international law firm
j Bingham McCuichen LLP, at offices in Asia
w‘ and Califomia.
| j - ﬁ Mr Cox has a Bachelor of Arts from Wesleyan
i LS - Lo University in Connecticut, a Master of Arts
! — : fram the dohn Hopkins School of Advanced
. | .
Netherlands o United States ! Australia . - % international Studies in Washington, DC, and
Russell Chenu " Mark Fisher L PeterW Baker aJD from the University of California, Berkeley,
| Robert Cox - Grant Gystatsor ™ Calitornia.

Louis Gries . ==="--Bran Holte

e Nigel Righy ]
W Joel Rood )

¥ Messrs Chenw and Cox are
standing for re-election to the
Managing Boatd at the 2008 AGM.
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Louis Gries joined Jamas Hardie in February
1991 and held a number of roles with the
company leading to his appointment as
Executive Vice President Gperations in
January 2003, responsible for operations,
sales and marketing in James Hardig's
businesses in the Americas, Asia Pacific
and Europe.

He was appointed Interim CEQ in October
2004 and CEQ in February 2005. Mr Gries
was elecied to the company's Managing

Board by CUFS holders at the 2005 AGM.

He has a Bachelor of Science in Mathematics
from the University of Illinois, USA and an
MBA from California State University in
Long Beach, California USA.

US-based team members
(in alphabetical order} are:

Mark Fisher BSc, MBA
Vice President - Research & Development
Age 37

Mark Fisher joined James Hardie in 1993 as
a Production Engineer and has held a variety
of production, sales and management roles
with the company. He was appointed Vice
President - Specialty Products in November
2004, then Vice President Research &
Development in December 2005. In February
2008, his role was expanded to cover
Engineering & Process Development.

Before joining James Hardie, Mr Fisher
worked in engineering for Chevron
Corporation. He has a Bachelor of Science
in Mechanical Engineering and an MBA from
the University of Southern California, USA.

Grant Gustafson BA, MBA
Vice President - Interiors and
Business Development

Age 45

Grant Gustafson joined James Hardie as
Vice Presideni of Interiors and Business
Development in Aprit 2006. During fiscal
year 2008, his rele was expanded to cover
Marketing, Europe and IT.

Before joining James Hardie, Mr Gustafson
held various consulting management and
consulting positions with Bain & Company
and Arthur D Little, and senior management
positions in the commercial building products
sector with American Buildings Company and
Varco-Pruden. He has lived and worked in the
US, Australia and Asia.

et i B+ al }

USA.

Brian Holte BS, MBA

Vice President - General Manager
Western Division

Age 41

Brian Hole joined James Hardie as Vice
President - General Manager Western Division
in March 2007, Prior {o joining James Hardie,
Mr Holte spent 17 years with Rockwell
Automation, a global leader in power, control,
and information solutions for manufacturing
and infrastructure business sectors. During
his time at Rockwell Automatian, Mr Holte
gained extensive experience in sales, industry
markeling, business development, sales
leadership and regional management,

He has a Bachelor of Science Degree in
Industrial Technology fram the University of
Wisconsin, Stout, USA and an MBA from the
University of Southern California, USA.

Nigel Rigby

Vice President - General Manager
Northern Division

Age 41

Nige! Rigby joined James Hardie in 1998
as a Planning Manager for our New Zealand
busiress and has hetd a number of sales,
marketing and product and business
development roles with the company. In
November 2004, Mr Rigby was appointed
Vice President - Emerging Markets, and in
2006 he was named Vice President -
General Manager Northern Division.

Before joining James Hardie, Mr Rigby held
various management positions at Fletcher
Challenge, a New Zealand-based company
involved in energy, pulp and paper, forestry
and building materials.

Joel Rood BSCE, MSPE, MSM
Vice President - General Manager
Southern Division

Age 50

Joel Rood joined James Hardie as Vice
President - General Manager Southern
Division in February 2007 and in February
2008 his role was expanded to cover HR.

He has over 20 years of sales, marketing and
general managerent experience, the last nine
with Hilti Corporation as Sales Vice Presicent
in the US, General Manager of Australia, and
finally as Managing Director of the United
Kingdom and Ireland. Mr Rood is based in
Dallas Texas.

AW EEET M WMWY BRI TAAT TR T T TSRS

Mr Rood has a Bachelor of Science in

Civil Engineering from Princeton University,
stmma cum laude, and a Master of Science
in Petroleum Engineering from the University
of Texas in Austin. In addition, he attended
Stanford University as a Sloan Fellow, earning
a Master of Science in Management.

The Australian-based team member is:

Peter W Baker BSc, MSc, MBA
Executive Vice President - Asia Pacific
Age 57

Peter Baker joined James Hardie in October
2004 as General Manager External Affairs,

was made Executive Vice President Australia
in September 2005 and promoted io Executive
Vice President - Asia Pacific in February 2008.
Mr Baker has been Chairman of the Asbestos
Injuries Compensation Fund Limited (Trustee
of AICF) since January 2006.

He was involved in various aspects of the
resolution of James Hardie's ashesios
cempensation matters and in his current
role oversees James Hardie's operations in
Australia, New Zealand and the Philippines.

Mr Baker is an experienced corporate executive
who has held a number of senior positions

in Australian public and private companies,
including the MIA Group, the Tenix Group

and TNT Ltd.

He has a Bachelor of Science with first class
honours from the University of Leicester, UK;
a Master of Science in Operational Research
with distinction from the London School

of Economics, UK; and an MBA from the
University of Chicago, USA.
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Brian Anderson
David R Andrews

Don DeFosset
Michael Hammes
David Harrison

James Loudon
Donald McGauchie
Rudy van der Mear
Cathefine Walter
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law and accounting. Each director
also brings valuable international
experience that assists with James
Hardie's growth.

Brief biographies of the Supervisory
Board directors appear below.
Additional detail is contained on
James Hardig’s Investor Relations

website (www.ir. jameshardie.com.au).

Brian Anderson BS, MBA, CPA
Age 57

Brian Anderson was appointed as an
independent Non-Executive Director of James
Hardie on 14 Decermber 2006 and was re-
elected at the Extraordinary General Meeting
held in Amsterdam in February 2007. He is a
member of the Joint and Supervisory Boards
and Chairman of the Audit Committeg.

Experience: Mr Anderson has exiensive
financial and busingss experience al both
executive and board levels. He has held a
variety of senior positions, with thirleen years
at Baxter International, Inc, incuding seven
years as Corporate Vice President of Finance,
Senios Vice President and Chief Financial
Officer (1997-2004) and, mora recently, as
Executive Vice President and Chief Financial
Qfficer of OfficeMax, Ing (2004-2005}.

Directorships of listed companies in the
past three or more years: Current - Director
and Chair of the Audit Commitiee of AM.
Castle & Co. (since July 2005); Pulte
Homes Corporation (since September 2005);
Director {since 1999} and Chair of the Audit
Committee (since 2003) for W.W. Grainger,
Inc,

Other: Director of The Nemours Foundation
(since January 2006); resident of the United
States.

Re-election due: 2009 AGM

David R Andrews AB, JD
Age 66

David Andrews joined James Hardie as

an independent Mon-Executive Director

with effect from 1 Septermber 2007, He is a
member of the Joint and Supervisory Boards,
Chairman of the Remuneration Gormmittee and
a member of the Nominating and Governance
Commitee,

Experience: Mr Andrews has extensive

legal and management experience across

the private and public sectors. He has three
decades of experience as a private practice
lawyer. He was Chairman of the international
law firm McCutchen, Doyle, Brown & Enersen.
Mr Andrews also served as the Legal Adviser




{General Counsel) to the US Department

of State from 1997-2000. His most recent
executive role was as Secretary, General
Counsel & Senior Vice President Government
Affairs, PepsiCo Inc., from 2002-2005.

Directorships of listed companies in the past
three or more years: Current - Pacific Gas
and Electric Corporation {since 2000}, Union
Bank of California (since 2000}, and James
Campbell Company LLC (since 2007).

Other: Mr Andrews is a2 member of the
Permanent Court of Arbitration in The Hague
and a Member of the Council on Foreign
Relations; resident of the United States.

Re-election due: 2008 AGM

Don DeFosset BS, MBA
Age 59

Don DeFosset was appointed as an
independent Non-Executive Director of James
Hardie on 14 December 2006 and was re-
elected at the Extraordinary General Meeting
held in Amsterdam in February 2007. He was
Chairman of the Joint and Supervisory Boards
between April 2007 and January 2008.

Experience: Mr DeFosset has broad executive
experience in the homebuilding and morigage,
resources, automolive components, transport
and logistics and industrial sectors. Previous
roles include Chairman, President and CEO of
Walter Industries, Inc (2000-2005), CO0 and
Board Member of Dura Automotive Systems,
Inc (1999-2000).

Directorships of listed companies in the
past three or more years: Current - Director
of EnPro Industries In¢ (since June 2008),
Director and Member of the Audit Commitiee
of Regions Financial Corporation (since
QOctober 2005), Director, Member of the
Compensation Committee and Chair of the
Audit Committee of Terex Corporation (since
1999),

Other: resident of the United States.

Re-efection duse: Mr DeFosset has resigned
from the Supervisory and Joint Boards
effective 31 August 2008.

Michael Hammes BS, MBA
Age 66

Michael Hammes was appointed as an
independent Nen-Executive Director of James
Hardie at the Extraordinary General Meefing
held in Amsterdam in February 2007. He

was appointed Chairman of the Joint and
Supervisory Boards in January 2008.

Experience: Mr Hammes has extensive
commercial experience at the senior executive
level. He has held a number of executive
positions in the medical products, hardware
and home improvement, and automobile
sectors, ingluding CEQ and Chairman of
Sunrise Medical, Inc (2000-2007} and
Chairman and CEQ of Guide Corporation
{1998-2000).

Directorships of listed companies in the past
three or more years: Current - Director of
Sunrise Medical (since 1998); Director of
Navistar International Corporation {since
1996}, Chairman of the Navistar Nominating
and Governance Committee, and a Member
of the Navistar Compensation, Finance and
Executive Committees.

Other: Previgus Member of the Board of
Directors of Johns Manville Corporation;
Member of the Board of Visitors, Georgetown
University’s School of Busingss; resident of
the United States.

Re-election due: 2009 AGM

David Harrison BA, MBA, CMA
Age 61

David Harrison was appointed as an
independent Non-Executive Director of James
Hardie effective 19 May 2008. He is a member
of the Joint and Supervisory Boards and the
Remuneration Commitiee.

Experience: Mi Harrison is an experienced
company director and has a distinguished
finance background, having served with
special expertise in corporate finance roles,
international operations and information
technology during 22 years with General
Electric Co.

He is Managing Partner of the US financial
investor, HCI inc. and previously spent ten

years at Pentair, Inc., as Executive Vice
President and Chief Financial Officer. His
experience also includes roles as Vice
President and Chiet Financial Officer at Scotts,
Inc. and Coltec Industries, Inc.

Directorships of tisted companies in the past
three or more years: Current - Director and
Chairman of the Audit Committee for National
Qilweli Varco (since 2003); Director and
member of the Audit & Finance Committee
tor Navistar International (since 2007).

Other: Member of Ohio University MBA
Advisory Board (since 2003) and of the lredell
County / Twin Cities / Charloite Salvation
Army Advisory Board (since 1995); resident
of the United States.

Re-efection due: 2008 AGM

James Loudon BA (Cantab), MBA
Age 65

James Loudon was elected as an independent
Non-Executive Director of James Hardie

in July 2002 after serving as a consultant

to the Board. He is a member of the Joint

and Supervisory Boards and a member of

the Audit Committee and Remuneration
Committee.

Experience: Mi Loudon has hetd management
positions in finance and investment

banking and senior roles in the transport

ang censtruction industries. He was Group
Finance Director of Blue Circle Industries Plc,
one of the world's largest cement producers,
from 1987 10 2001.

Directorships of listed companies in the

past three ar more years: Current - Deputy
Chairman of Caledonia Investments Plc and a
Director since 1995; Former - Non-Executive
Director of Lafarge Malayan Cement Bhd
(1989-2004).

Other: Governor of the University of
Greenwich and of several charitable
organisations; resident of ihe UK.

Re-election due: |t is Mr Loudon's current
intention to resign immediately after the
2008 AGM.

continued over
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an ingependent Non-Executive Director in
August 2003 and was appointed Acting Deputy
Chairman in February 2007, and Deputy
Chairman in April 2007. He is a member of
the Joint and Supervisory Boards, Chairman

of the Nominating and Governance Committee
and a member of the Remuneration Commitiee.

Experience: Mr McGauchie has wide
commercial experience within the food
processing, commodity trading, finance and
telecommunication sectors. He also has
extensive public policy experience, having
previously held several high-level advisory
positions 1o government.

Directorships of listed companies in the past
three or more years: Current - Chairman of
Telstra Corporation Limited (singe 2004);
Director of Nufarm Limited (since 2003);
Former - Chairman of Woolstock Australia
Limited (1999-2002); Deputy Chairman of
Ridley Corporation Limited (1998-2004);
Director of National Foods Limited

{2000 - 2005); Director of Graincorp Limited
{1999-2002).

Other: Director of The Reserve Bank of
Australia; President of the National Farmers
Federation (1994-1998); Chairman of Rural
Finance Corporation {2003-2004); awarded
the Centenary Medal for service to Australian
society through agriculture and busiress in
2003; resident of Australia,

Re-glection due: 2009 AGM

Rudy van der Meer M.Ch.Eng
Age 63

Rudy van der Meer was appointed as an
independent Non-Executive Director of James
Hardie at the Extraordinary General Meeting
hetd in Amsterdam in February 2007. He

is a member of the Joint and Supervisory
Boards and a member of the Nominating and
Governance Committee.

Experience: Mr van der Meer is an experienced
executive, with considerable knowledge

of global businesses and the buitding and
construction sector. During his 32 year
association with Akzo Nobel N.V., he held a
number of senior positions including CEQ

- Coatings (2000-2005), CEQ - Chemicals
{1993-2000) and member of the five member
Executive Board (1993-2005).

Directorships of fisted companies in the past
three or more years: Current - Chairman of the
Supervisory Board of Imtach N.V. (since 2005);
Former: Chairman of the Supervisory Board of
Norit International B.V. (2005-2007); Member
of the Supervisary Board of Hagemeyer N.V.
(2006-2008).

{since 200:4); (fhairman c;f the Board of Energfe
Beheer Nederland B.Y. (since 2006). Mr van
der Meer is a resident of The Netherlands.

Re-efection due: 2009 AGM

Catherine Walter AM, LL.B. {Hons},
LL.M, MBA
Age 55

Catherine Walter joined James Hardie as an
independent Non-Executive Director on 1

July 2007. She is a member of the Joint and
Supervisory Boards and a member of the Audit
Committee.

Experience: Mrs Walter has wide ranging legal
and business experience at executive and board
levels. She practised commercial law for 20
years including a term as Managing Partner of
the Melbourne office of Clayton Utz. Mrs Walter
has served as a Non-Executive Director for
more than 15 years for companies and entities
spanning the resources, consumer products,
building supplies, telecommunications,
financial services and insurance industries

and in the arls, education, medicat and local
government sectors.

Directorships of lisfed companies in the past
three or more years: Current: Non-Executive
Direclor of Australian Feundation Investment
Company Limited (since 2002} and Orica
Limited {since 1998). Former; Non-Executive
Director of Australian Stock Exchange Limited
{1996-2006).

Other; Current: Director, Payment Systems
Board {2007); Chairman, Australian
Synchrotron {2007); Chairman Equipsuper;
Non-Executive Director, Melbourne Business
School, Melbourne International Ars Festival
and Walter & Eliza Hall [nstitute of Medical
Research; Member, Financiat Reporting
Council. Former: Non-Executive Director, L=
National Australia Bank (1995-2004), el
Queensland Investment Corporation (2000- e
2003), Vodafone Pacific Limited {1998-2001),

Commissioner, City of Melbourne (1994- sz
1996); resident of Australia.

Re-glection dug: 2010 AGM

JOINT BOARD

The non-executive directors and our Chief
Executive Officer, Louis Grigs, whose biography
appears on page 23, form the Joint Board of
JHI NV,
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AND ANALYSIS

James Hardie Industries NV and Subsidiaries

OVERVIEW

This discussion is intended o provide information that will assist

in understanding James Hardie's {the company’s) 31 March 2008
consolidated financial statements, the changes in significant items
in those consolidated financial statements from year 1o year, and the
primary reasons for those changes and the factors and trends which
are anticipated to have a material effect on the company's financial
condition and results of operations in future periods. I includes
information about James Hardie's critical accounting policies and
how these policies afiect its cansolidated financial statements, and
information about the censolidated financial results of each business
segment {o provide a better understanding of how each segment
and its results affect the financial condition and results of operaticns
as a whote,

James Hardig's pre-tax results for fiscal years 2008 and 2007 were
substantially and adversely affected by asbestos adjustments of
US$240.1 million and US$405.5 million, respectively; impairmngnt
charges of US$71.0 million and nil, respectively; and AICF SG&A
expenses of US$4.0 miltion and nif, respectively. The asbestos provision
was originally recorded in fiscal year 2006 for US$715.6 million

for estimated future asbestos-related compensation payments. The
company also incurred US$13.6 million and US$17.4 million related

to the SCI and other related matters during fiscal years 2007 and 2006,
respectively. Information regarding asbestos-related matters and the SCI
and other related matters can be tound in this discussion and in Note
12 of the consofidated financial stalements starting on page 99 of this
annual reporl.

The Company and the Building Product Markets

Based on net sales, James Hardie believes it is the largest manufacturer
of fibre cement products and systems for intemal and external buflding
construction applications in the United States, Australia, New Zealand,
and the Philippines. The company’s current primary geographic markets
include the United States, Australia, New Zealand, the Philippines,
Europe and Canada. Through significant research and development
expenditure, James Hardie develops key product and production
process technologies that it patenis or holds as trade secrets. James
Hardie believes that these technologies give it a competitive advantage.

James Hardie's fibre cement products are used in a number of markets,
including new residential construction {single and multi-family
housing}, manufactured housing (mobile and pre-fabricated homes),
repair and remodelling and a variety of commercial and industrial
applications (stores, warehouses, offices, hotels, motels, scheols,
|ibraries, museums, dormitories, hospitals, detention facilities, religious
buildings and gymnasiums). The company manufactures numerous
types of {ibre cement products with a varigty of patterned profiles and
surface finishes for a range of applications, including external siding
and soffit lining, internal linings, facadas, fencing, pipes and floor and
tite underlayments. James Hardie believes that in certain construction
applications, its fibre cement produets and systems provide a
cembination of distinctive performance, design and cost advantages
over competing building products and systams.

The company’s products are primarily sold in the residential housing
markets. Residential construction levels fluctuate based on new home
construction activity and the repair and rengvation of existing homes.
These levels of activity are affected by many factors, including home
morigage interest rates, the avaitability of financing to homeowners
to purchase a new home or make improvements 1o their existing
homes, inflation rates, unemployment levels, existing home sales,
the average age and the size of housing invenicry, consumer home
repair and renovation spending, gross domestic product growth and
consumer confidence levels. A number of these factors were generally
untfavourable during fiscal year 2008, resuliing in weaker residential
construction activity,

Fiscal Year 2008 Key Resulis

Total net sales decreased 5% to US$1,468.8 million. However, the
asbestos adjustments resulted in an EBIT foss of US$36.6 million
compared to an EBIT loss of US$86.6 million. Operating loss from
continuing operations decreased to US$71.6 million.

The company's largest market is North America. Based on the NAHB's
Builder Practices Reports, for the past three years, fibre cement has
been one of the fastest growing segments (in terms of market growth) of
the US residential exteriors industry. During the year, USA Fibre Cement
net sales contributed approximately 78% of total net sales, and its EBIT
was the primary contributor to the total company results. Net sales for
the USA Fibre Cement business decreased due to a reduction in sates
volume, partially offset by a higher average net sales price.

EBIT for the USA Fibre Cement segment decreased from fiscal year
2007 primarily due to decreased sales volume and higher freight
costs, which were partially offset by lower selling, general and
administrative expenses.

Asia Pacific net sales coniributed approximately 20% of total net sales,
and its EBIT was the second largest contributor to the total company
results. Net sales increased in the company's Asia Pacific businesses
due to favourable currency exchange rates of the Asia Pacific business’
currencies compared to the US doliar, increased volume and a higher
average Australian dollar net sales price.

The company's emerging business of Europe Fibre Cement continued
1o make good progress. Sales in the Europe Fibre Cement business
continued to grow steadily, albeit from a low base.

The company recorded asset impairment charges of US$45.6 million in
the USA Fibre Cement segment related to the suspension of praduction
al its Blandon, Pennsylvania, plant and buildings and machinery
utilised to produce materials for its products; and US$25.4 million

in the Other segment related to the closure of its Plant City, Florida,
Hardie Pipe plant,




(Millions of US dollars) 2008 2007 % Change

Net sales

USA Fibre Cement $ 11448 $ 12623 ]
Asia Paific Fibre Cement 298.3 2517 19
Other 25.7 289 (1)
Total net sales 1,468.8 15429 {5)
Caost of goods soid (938.8) (969.9) 3

Gross profit 530.0 5730 {8)
Selling, general and administrative expenses (228.2) (214.6) {6)
Research and development expenses (27.3) (25.9) (6)
Special Commission of [nquiry and ather related expenses - (13.6) -
Impairment charges (71.0} - -
Ashestos adjustments (240.1) {405.5) 4

EBIT (36.5) {86.6) 58

Net interest income {expense) 1.1 {6.5) -
Operating loss from continuing operations before income taxes (35.9) {93.1) 62

Income tax (expense) benefit (36.1) 243.9 -
Operating (loss) profit from continuing operations

betare cumulative effect of change in accounting principle $ (71.6) $ 150.8 -

Net operaling (loss) profit $ (7.6 $ 1517 -

Volumeg (mmsf)

USA Fibre Cement 1,916.6 21480 (11)
Asia Pacific Fibre Cement 398.2 330.8 2

Average net sales price per unit (per msf)

USA Fitwe Cement uss 597 US$ 568 2

Asia Pacific Fibre Cement A$ 862 A$ 842 2

All results are for continuing operations unless otherwise stated. See Definitions starting on page 39 of this annual report.

TOTAL NET SALES

Total net sales decreased 5% from US$1,542.9 million to
US$1,468.8 million.

Net sales from USA Fibre Cement decreased 9% from
LIS$1,262.3 million to US$1,144.8 million due fo reduced sales
volume, partially offset by a higher average net sales price.

Net sales from Asia Pacific Fibre Cement increased 19% from
US$251.7 million to US$298.3 million due to favourable cursency
exchange rates, increased sales volumes and a higher average net
sales price.

Other net sales decreased by 11% from US$28.9 million to

US$25.7 miltion due to reduced sales performance in the USA Hardie
Pipe business, partially offset by improved sales performance in the
Europe Fibre Cement business.

USA FIBRE CEMENT

Net sales decreased 9% from US$1,262.3 million to

US$1,144.8 million due to decreased sales volume, partially offset by

a higher average net sales price. Sales volume decreased 11% from
2,148.0 mmsf to 1,916.6 mmsf, as the decline in housing consiruction
activity and deteriorating economic conditions led to weaker demand for
the company's products. The average net sales price increased 2% from
US$588 per msf to US$597 par msf due to price increases and a shift
in the product mix.

Oespite improved housing affordability as a result of furiher

interest rate cuts, the housing market continued to deterioralg during
the year as weaker consumer confidence, tighter lending standards
and falling housing prices weighed heavily on demard for new homes.
Housing construction starts for the year were at near record lows as
builders again attempted to reduce high inventory levels of new homes
for sale, and as increased foreclosures placed more existing homes

on the market.
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Artisan® Lap, the business' new premium exterior product launched in
Atlanta last September, is continuing to be well-received by architects,
developers and builders who work in the custom home segment of the
market. Artisan® Lap has now been launched in regions of the Western
and Southern Divisions.

Repair and remadelling activity has not been affected to the same extent
as the new construction segment of the housing market, however some
weakness in repair and remodelling activity has led to sales of the
company's interior products being slightly lower.

The overall rate of market penetration slowed during the ysar and

the business did not buffer the impact of the downturn in housing
construction activity to the extent expected. The Lsual seasonal pick-up
in demand that was expected during the latter part of the fourth quarter
did not occur and this led to inventory levels for the business at the end
of the year being higher than expected.

Although the business is continuing to perform well at the operating
income line relative to other participants in the housing sector, the
business has shifted its focus for next year to increase margins. The
company believes that this shift in focus will not result in funding cuts
for key growth initiatives.

For the year, market peneiration in the interior and exterior product
categories and an increase in the average net sales price helped to
partly offset the unfavourable impact of significantly weaker housing
construction activity.

ASIA PAGIFIC FIBRE CEMENT

Net saies increased 18% from US$251.7 million to US$298.3 million
due to a 17% increase in the average nat sales price and 2% increase
in sales volumes from 390.8 mmsf to 398.2 mmst. Favourable currency
exchange rates of the Asia Pacilic business' currencies compared 1o the
US dollar accounted for 15% of the increase in net sales in US doflars.
In Australian dollars, net sales increased 4% cue to a 2% increase in
sales volume and a 2% increase in the average Australian doliar net
sales price.

There was a stronger primary demand for fibre cement in Australia and
New Zeatand mainly due to growth in sales of the Scyon™ product
range in Australia and Linea™ weaiherboards in New Zealand, a higher
average net sales price and favourab'e foraign currency movements. |n
Australia, sales of Scyon™ branded differentiated products continued to
grow and increased as a proportion of the sales mix. Sales of Scyon™
branded products increased 150%. Non-differentiated products remain
subject to strong price competition. In New Zealand, differentiated
products, including Linea™ weatherboards also continued to grow as a
praportion of the sales mix. The increase in the average nef sales price
was due to the shilt in the Australia and New Zealand sales mix.

OTHER

Cther sales include sales of Hardie® Pipe in the United States and fibre
cement operations in Europe.

USA Hardie Pipe

Net sales decreased due to materially lower sales velumg resulting from
weaker residential and non-residential construction activity in Florida.
On 22 May 2008, the company announced plans to cease production in
the US pipes business.

Europe Fibre Cement
Net sales continued to grow steadily.

GROSS PROFIT

Gross profit decreased 8% from US$573.0 to US$530.0 million.
The grass profit margin decreased 1.0 percentage point from
37.1% to 36.1%.

USA Fibre Cement gross profit decreased 12% due to lower sales
volumes, higher freight costs and higher average unit costs, partially
offset by a higher average net sales price. The gross profit margin
decreased 1.3 percentage points.

Asia Pacific Fibre Cement gross profit increased 24%. Favourable
currency exchange rates of the Asia Pacific business’ currencigs
compared o the US dollar accounted for 14% of this increase while
the underlying Australian dollar business results accounted for the
remaining 10% increase. In Australian dollars, gross profit increased
10% due {0 increased sa'es volumes, a higher average net sales
price and an insurance claim recovery which accounted for 2% of the
increase. The gross profit margin increased 1.4 percentage points.

SELLING, GENERAL AND ADMINISTRATIVE
(SG&A) EXPENSES

SG&A expenses increased 6% from US$214.6 million to

S$$228.2 miltion, primarily due to higher warranty provisions refating
to non-US activities, costs associated with the ASIC proceedings,
non-claims handling related operating expenses of the AICF and the
impact of the unfavourable currency exchange rates of the Asia Pacific
business' currencies compared to the US dollar. These increases

were partially offset by improved SG&A performance of the USA

Fiore Cement and Other segments. As a percentage of sales, SG&A
expense increased 1.6 percentage points 1o 15.5%. SG&A expenses
include non-claims handling related operating expenses of the AICF
of US$4.0 million.




ASIC Proceedings

tn February 2007, ASIC commenced civil proceedings against JHI NV, a
former subsidiary and ten then-present or former officers and directors
of the James Hardie Group. The civil proceedings concern alleged
cantraventions of certain provisions of the Corporations Law and/or the
Corporations Act connected with the affairs of the company and ceriain
subsidiaries during the period February 2001 10 June 2003,

There remains considerable uncertainty surrounding the likely outcome
of the ASIC proceedings in the longer term and there is a possibility
that the company could become responsible for other amounts in
addition io the defense costs. However, at this stage, the company
believes ihat, while incurring such amounts is reasonably possibie, the
actual amount or range of amounts is not estimable.

For more information, see Note 13 to the consolidated financial
staiements starting on page 104 of this annuat report,

RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses incfude costs associated with
“core” research projecls that are designed to benefit all business units.
These costs are recorded in the Research and Development segrment
rathier than being attributed to individual business units. These cosls
were 38% higher ai US$18.0 million. Other research and developrent
costs associated with commercialisatien projects in busingss units are
included in the business unit segment results. In total, these costs were
28% lower at US$9.3 million.

IMPAIRMENT CHARGES

The downturn in US construction activity has prompted the company to
review the carrying value of certain long-lived assets. As a result of these
reviews, impairment charges of US$71.0 million have been taken.

On 31 October 2007, ihe company announced plans to suspend
production at its Blandon, Pennsylvania plant in the United States.
The company recorded an asset impairment of US$32.4 million in the
USA Fibre Cement segment. The impaired assets include buildings
and machinery, which were reduced to their estimated fair value based
on valuation methods including quoted marke! prices and discounted
future cash flows. These assets are being held for use by the company,
Since the date of the announcement through 31 March 2008, the
company has incurred US$1.4 million of closure costs. These closure
costs are not included in the impairment charge of US$32.4 million
and have been included in cost of goods sold and selling, general and
administrative expenses in the pariod in which they were incurred.

On 22 May 2008, the company announced plans to cease production
at the Plant City, Florida, Hardie Pipe manulfacturing facility in the
United States. As a result, the company recarded an asset impairment
of US$25.4 million in the Other segmeni. The impaired assets include
buildings and machinery, which were reduced to their estimated fair
valu¢ based on valuation methods including quoted market prices and
discounted future cash flows.

The company recorded an asset impairment of US$13.2 million
related to buildings and machinery uiilised to produce materials for
its products. This impairment charge was recorded in the USA Fibre
Cement segment, The impaired assets were reduced to their estimated
tair vatue based on valuation mgthods including quoted market prices
and discounted future cash flows.

SCI AND OTHER RELATED EXPENSES

SCland other relzted expenses were nil compared to US$13.6 million
in the previous year. Now ihat the Amended FFA has been implemented,
the company anticipates no significant SCl and other related expanses
going forward.

ASBESTOS ADJUSTMENT

The asbestos adjustments are derived from an estimate of future
Australian ashestos-related liabilities in accordance with the Amended
FFA that was signed with the NSW Government on 21 November 2006
and approved by the company's security holders on 7 February 2007

The asbestos-related assets and lizbilities are denominated in
Australian dollars. Therefore the reported valug of these asbestos-
related assets and liabilities in the consolidated balance sheeis in
US dollars is subject to adjustment, with a corresponding eifect on
the consolidated statement of operations, depending on the closing
exchange rate between the two currencies at ine batance sheet date.

The asbestos adjustments for ihe fiscal years ended 31 March 2008 and
2007 are as follows:

Fiscal Years Ended 31 March

{In millions) 2008 2007
Change in estimates $ (152.9) § 285
Effect of foreign exchange (87.2) (94.5)
Impact of tax-effecting the net

Amended FFA liability - (33.0)
{Other adjustments - (4.5)

Asbestos adjustments $ (240.1)  §(4055)
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EBIT

EBIT loss decreased from US$86.6 million to US$36.6 million. EBIT loss includes net unfavourabla asbestos adiustments of US$240.1 miltion,
AICF SG&A expenses of US$4.0 million and asset impairments of US$71.0 million.

As shown in the table below, EBIT excluding asbestos and asset impairments decreased 2% to US$281.7 million. EBIT margin excluding these

items decreased 1.5 percentage points to 19.2%.

(Millions of US dollars) 2008 2007 % Change
LISA Fibre Cement $§ 3136 $ 3624 {13}
Asia Pacific Fibre Cement 80.3 394 28
Other (7.4) (9.3) 20
Research & Development (18.1) (17.1) {6)
General Corporate (59.9) {56.5) (6)
Asset Impairments (71.0) - -
Asbestos adjustments (240.1) {405.5) 4
AICF SG&A expenses (4.0) - -
EBIT (36.6) {86.6) 58
Excluding:
Asbestos:

Asbestos adjustments 2401 405.5 {41)

AICF SG&A expenses 4.0 - -
Asset impairments:

Impairment charges 7.0 - -

Impairment related costs 3.2 - -
EBIT excluding asbestos and asset impairments $ 2817 $ 3189 (12)
Net sales $ 1,468.8 $ 15423 (3)
EBIT margin excluding asbestos and assel impairments 19.2% 20.7%

USA Fibre Cement EBIT {excluding asset impairments} decreased
13% from US$362.4 million to US$313.6 million, primarily due
to lower volume and higher freight costs, partially offset by lower
SG&A spending. The EBIT margin was 1.3 percentage poinis lower
at 27 4%.

Asia Pacific Fibre Cement EBIT increased 28% from US$39.4 million
to US$50.3 million. Favourable currency exchange rates of the Asia
Pacific business' currencies compared to the US dollar accounted for
16% of this increase while the underlying Australian dollar business
results accounted for the remaining 12% increase. In Austratian dollars,
Asia Pacific Fibre Cement EBIT increased 12% due to an improved
0¢0ss margin performance partiaily offset by increased SG&A expenses.
The EBIT margin was 1.2 percentage poinis higher at 16.9%.

The USA Hardie Pipe business recorded a significantly greater
EBIT loss compared to a small EBIT profit in the previous year.

The Europe Fibre cement business incurred a significantly reduced
EBIT loss as it continued to build sales and improve operating margins.

General corporate casts increased by US$3.4 miltion from

US$56.5 million to US$59.9 million. The increase was primarily due

to higher warranty provisions relating to non-US activities and costs

associated with the ASIC proceedings, partially offset by the decrease
in 5CI cosls.

NET INTEREST INCOME (EXPENSE)

Net interest income (expense) increased from an expense of
US$6.5 million to income of US$1.1 million. The increase was
primarily due 1o interest income of US$9.4 million earned on
investments and cash balances held by the AICF and the lack of a
make-whote payment compared to the US$5.0 million make-who'e
payment made in the previous year. These increases were partially
offset by reduced capitalised interest and reduced interest income
duz to lower cash balances.

INCOME TAX (EXPENSE) BENEFIT

[ncome 1ax decreased from an income fax benefit of US$243.9 million
10 an income tax expense of US$36.1 million, Income tax

expense includes a tax benefit related to ashestos adjustments

of i5$45.8 million; a tax benefit related to asset impairments of
US$27.6 million; and unfavourable tax adjustments of U5$5.8 million
related to FIN 48 adjustments.

With effect from 1 April 2007, the company was required to adopt the
pravisions of FASB Interpretation No. 48 (“FIN 48"), "Accounting for
Uncertainty in income Taxes, an interpretation of Statement of Financial
Accounting Standards (“SFAS”} No. 109, Accounting for Income
Taxes", The adcption of FIN 48 resulted in the reduction of consolidated
beginning refained earnings of US$78.0 million. See Note 14 to the
consolidated financial statements starting on page 105 of this annual
report for further information on the adeption of FIN 48.




NET OPERATING PROFIT (LOSS)

Net operating profit decreased from an operating profit of US$151.7 million in to an operating loss of US$71.6 million. Net operating loss includes
asbestos adjustments of US$240.1 million; a tax benefit related to asbestos adjustments of US$45.8 million; impairmend charges of US$71.0 million

(US$44.6 million, after tax); and unfavourable tax adjustments of US$5.8 milfion related to FIN 48 adjustments.

Net operating profit excluding asbestos, asset impairments and tax adjusiments decreased 20% from US$211.8 million to US$169.7 miltion as

shown in the {able below:

(Millions of US dollars) 2008 2007 % Change
Net operating {loss) profit $ (71.6) $ 1/17 -
Excluding:
Asbestos:
Ashestos adjustments 240.1 4055 {41}
Tax bengfit related to asbestos adjustments (45.8) (335.0) -
AICF SG&A costs 4.0 - -
AICF interest income (9.4) - -
Asset impairments:
Impairment charges {net of tax) 44.6 - -
Impairment related costs {net of fax) 2.0 - -
Tax adjusiments 5.8 (10.4) -
Net operating profit exctuding asbestos, asset impairments and tax adjustments $ 169.7 § 2118 {20)

LIQUIDITY AND CAPITAL RESOURCES

The company's treasury policy regarding liquidity management, foreign
exchange risks management, interest rate risk management and

cash management is administered by its treasury department and is
centralised in The Netherlands, This policy is reviewed annually and is
designed to ensure that the company has sufficient tiquidity 1o support
its business activities and meet future business requirements in the
countries in which it operates. Counterparty limits are managed by the
treasury depaniment and based upon the counterparly credit rating; total
exposuse to any one counterparty is limited to specified amounts and
signed off annually by the GFQ.

Jamas Hardie has historically met its working capital needs and
capitat expenditure requirements through a combination of cash flow
from operations, proceeds from the divestiture of businesses, credit
facilities and other borrowings, proceeds irom the sale of property,
plant and equipment, and proceeds from the redemption of investments.
Seasona! fluctuations in working capital generally have not had a
significant impact on the cormpany’s short-term or long-term liguidity.
The company anticipates that it witl have sufficient funds to meet its
planned working capital and other cash requirements for the next 12
months based on its existing cash balances and anticipated operating
cash flows arising during the year. The company anticipates that any
cash requirements arising from the Amendad FFA wiil be met from
existing cash, unused committed facilities and anticipated {uture net
operating cash flows.

Excluding restricted cash, the company had cash and cash equivalents of US$35.4 million as of 31 March 2008. At thal date, the company also
had credit facilities totalling US$490.0 million, of which US$264.5 million was drawn. The credit facilities are all uncallateralised and consist of

the following:

(Miflions of US dollars} At 31 March 2008

Description Effective Interest Rate Total Facility Principal Outstanding
364-day facilities, can be drawn in USS$, variable interast rates based

on LIBOR plus margin, can be repaid and redrawn until December 2008 361% $ 1100 $ 900
Term facilities, can be drawn in US$, variable interest rates based

on LIBOR pius margin, can be repaid and redrawn until Jung 2010 364% 2450 1745
Term facilities, can be drawn in US$, variable interest rates based

on LIBOR plus margin, can be repaid and redrawn until February 2011 - 450 -
Term facilities, can be drawn in US$, variable interest rates based

on LIBOR plus margin, can be repaid and redrawn uniil February 2013 - 90.0 -
Total $ 490.0 $ 2645
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At 31 March 2008 the company had net debt of US$229.1 million,
campared with net debt of US$153.9 million at 31 March 2007,

The company's credit faciiities currently consist of 364-day facilities in
the amount of US$110.0 million which, as of 31 March 2008, maure in
December 2008, The company has requested extensions of the maturity
date of such credit facilities to June 2009 and to date has received
agreement 1o these extenstons in the amount of US$55.0 million.

The company alse has term facilities in the amount of US$245.0
million, US$45.0 million and US$30.0 million, which mature in June
2010, February 2011 and February 2013, raspectively. The weighled
average remaining term of the total credit facilities, US$490.0 million,
at 31 March 2008 was 2.4 years. For all facilities, the interest rate

is calculated two business days prior to the commencement of each
draw-down period based on the US$ London Interbank Offered Rate,

or LIBOR, plus the margins of individual lenders and is payable at

the end of each drawn-down period. During the year, the company

paid 1S$0.4 million in commitment fees. As of 31 March 2008,
US$264.5 million was drawn under the combined facilities and
US$225.5 million was available.

In March 2006, a wholly-owned subsidiary of the company, RCI,
received an amended assessment from the ATO of A$412.0 million.
The assessment was subsequently amended to A$368.0 million
{US$337.5 million).

During fiscal year 2007, the company agreed with the ATO that in
accordance with the ATQ Receivables Paolicy, the company would

pay 50% of the total amended assessment being A$184.0 million
{(US$168.8 million) and provide a guarantee from JHI NV in favour of
ihe ATG for the remaining unpaid 50% of the amended assessment,
pending outcome of the appeal of the amended assessment. The
company also agreed to pay GIC accruing on the unpaid balance of the
amended assessment in arrears on a quarterly basis. Up 1o 31 March
2008, it has paid A$95.2 mitlion (US$87.3 million} of GIC to the ATO.
This amount includes GIC of A$76.7 million (US$70.3 miltion) paid
as part of the payment of A$184.0 million (US$168.8 million) towards
the amended assessment in fiscai year 2007. On 15 Aprit 2008, the
company paid an additiona! A$3.3 million (US$3.0 million) in GIC in
respect of the quarter ended 31 March 2008,

On 30 May 2007, the ATO disallowed the company's objection to
RCI's notice of amended assessment for RCI for the year ended

31 March 1999. On 11 July 2007, the company filed an application
appealing the Objection Decision with the Federal Court of Australia.
The hearing dzte for RCI's apoeal is presently scheduled to commence
on 8 December 2008,

RCI strongly disputes the amended assessment and is pursuing all
avenues of appeal to contest the ATO's position in this matter. The
company beligves that RCI's view cn its tax position will ultimately
prevail in this matter. Accordingly, it is expected that any amounis
paid would be recovered, with interest, by RCI at the time RC1 is
successiul in its appeal against the amended assessment. However, if
RCI is unsuccessful in its appeal, RCI will be required {o pay the entirg
assessment. As of 31 March 2008, the company has not recorded any
liability for the amended assessment as it believes the requiremenis
under FIN 48 for recording a liability have not been met. For more
information, see Note 15 to the consolidated financia! statements
starting on page 109 of this annual report.

[f the company is unable to extend its credit facilities, or is unable 1o
renew its credit facilities on terms that are substantially similar to the
ones it presently has, it may experience liguidity issues and will have
to reduce its {evels of planred capital expenditures, reduce or eliminate
dividend payments, or take other measuras 1o conserve cash in order
to meet its future cash flow requirements. Nevertheless, the company
anticipates being able to meet its future payment cbligations for he
next 12 months from existing cash, unused committed facilities and
anticipated future net operating cash flows.

At 31 March 2008, the company’s management believes that it was in
compliance with all restrictive covenants contained in its credit facility
agreements. Under the most resirictive of these covenants, the company
(i) is required to maintain certain ratios of indebtedness to equity which
do not exceed certain maximums, excluding assets, liabilities and other
balance sheet items of the AICF, Amaba Pty Limited, Amaca Pty Limited,
ABN 60 Pty Limited and Marlew Mining Pty Limited, (i) must maintain a
minimurm level of net worlh, excluding assets, fiabilities and other balance
sheet items of the AICF, (iii) must meet or exceed a minimum fatio of
garnings before interest and taxes to net interest charges, excluding all
income, expense and other profit and lass statement impacts of the AIGF,
Amaba Pty Limited, Amaca Pty Limited, ABN 60 Pty Limited and Marlew
Mining Pty Limited and (iv) has limits on how much the company can
spend on an annual basis in relation to asbestos payments to the AICF.
Such limits are consistent wilh the contractuat liabilities of the Performing
Subsidiary and the company undsr the Amended FFA.

CASH FLOW

Net operating cash increased from a cash qutflow of US$67.1 million
to a cash inflow of US$319.3 million primarily due to the ATO deposit
payment and payments made to fund the AICF during the year ended
31 March 2007 total'ing US$154.8 million and US$151.9 million,
respectively, compared to payments of US$9.7 million and ni,
respectively in the year ended 31 March 2008.

Net cash used in investing aclivities decreased from US$92.6 million to
1US$38.5 as capital expenditures were reduced.

Net cash used in financing activities increased from US$136.4 million
to US$254.4 million primarily due to treasury stock purchases of
US$208.0 million in the year and an increase in dividends paid from
US$42.1 mitlion to US$126.2 million, partially offset by increased
praceeds from debt facilities from net repayments of US$114.7 million
in the previous year to net borrowings of US$76.5 million.

Capital Requirements and Resources

James Hardie’s capital requirements consist of expansion, renpvation
and maintenance of its production facilities and construction of new
facilities. The company’s working capital requirements, consisting
primarily of inventory and accounts receivable and payables, fluciuate
seasonally during months of the year when overall construction and
renovation activity volumes increase.

During the fiscal year ended 31 March 2008, the company met its
capital expenditure requirements through a combination of internal
cash and funds from credit facilities. The company expects to use cash
primarily generated from cperations to fund capital expenditures and
working capital. During fiscal year 2009, the company expects 1o spend
approximately US$40 mitlion to US$E0 million on capital expenditures,




including facility upgrades and capital to implement new fibre cement
technologigs. The company plans to fund any cash flow shortfalls that

il may experience due to payments related to the Amended FFA and
payments made te the ATO under the amended assessment, with future
cash flow surpluses, cash on hand of US$35.4 million at 31 March
2008, and cash that it anticipates will be available under credit acilities.

Under the terms of the Amended FFA, the company is requirec to

fund the AICF on an annual basis. The initial funding payment of
A$184.3 million was made to the AICF in February 2007 and annual
payments will be made each July. The amounts of these annual
payments are dependent on several factors, including free cash flow
(defined as cash fram cperations in accordance with GAAP in force

at the date of the griginal Fina! Funding Agreement as announced on

1 December 2005}, actuarial estimations, actual clzims paid, operating
expenses of the AICF and the annual cash flow cap. As permitted
under the Amended FFA, the Performing Subsidiary has elected to pay
the annual funding payment of A$114.7 mitlion (US$108.2 million
converted at the 24 June 2008 exchange rate &s prescribed in the
Amended FFA) in four equal installments. As & result of this election
to pay in installments, the company is alse required to pay interest
compensation to the AICF.

The company anticipates that its cash flows from operations, net of
estimated payments under the Amended FFA, wil! be sufficient to

fund its planned capital expenditure and working capital requirements
in the shost-term. If the company does not generate sufficient cash
from operations to fund its planned capital expenditures and warking
capital requirements, it believes the cash and cash equivalents of
US$35.4 million at 31 March 2008, and the cash that it anticipates will
be available io the company under credit facilities, wiil be sufficient to
meet any cash shortfalls during at least the next 12 months.

The company expects to rely primarily on increased market penetration
of its products and increased profitability from a more favourable
product mix to generate cash to fund its leng-term growth. Histarically,
the company’s products have been weli-accepted by the market and iis
product mix has changed towards higher-priced, differentiated products
that generate higher margins.

The company has historically reinvested a portion of the cash ganerated
from its operations to fund additional capital expenditures, including
research and development activities, which it believes has facilitated
greater market penetration and increased profitability. The company's
ability to meet its long-term liquidity needs, including its long-term
growth pfan, is dependent on the continuation of this trend and other
factors discussed here.

Currently, the dividend payment ratio policy is between 50%
to 75% of net income before asbestos adjustments, subject to
funding requirements.

The company believes its business is affected by general economic
conditions and interest rates in the United States and in other countries
because these factors affect housing affordability and the level of
housing prices. The company believes that higher housing prices,
which may affect available owner squity and household net worih,

have been contributors to the renovation and remodel markets for its

products, Over the past several years through mid-2006, favourable
economic conditions and historically-reascnable morigage interest
rates in the United States helped sustain new housing starts and
renovation and remodel expenditures. However, the angoing sub-
prime mortgage fallout and high current inventory of unsold homes
may cause a further decrease in new housing starts before leveling off
over the shart-term. The company expects that business derived from
current US forecasts of new housing starts and renovation and remodel
expenditures will result in its operations generating cash flow sufficient
10 fund the majority of the planned capital expenditures. It is possible
that a deeper than expected decline in new housing starts in the United
States or in other countries in which the company manufactures and
sells its products would negatively impact its growth and its current
levels of revenue and profitability and therefore decrease the company’s
liquidity and ability to generate sufficient cash from operaticns to meet
its capital requirements. During calendar year 2005, US home mortgage
interest rates and housing prices increased, but thereafter the US
housing affordability index has decreased. The company believes that
these economic factors, along with others, may causa a slowdown in
growth of US new housing construction over the short-term, which may
reduce demard for its products.

Pulp and cement are primary ingredients in James Hardie’s fibre cement
formulation, which have been subject to price volatility, aftecting the
company's working capital requirements. Pulp prices are discounted
from a global index, Morthern Bleached Softwood Kraft, or NBSK, which
based on information the company raceives from RISI and other sources,
it predicts to increase through fiscal year 2009 thus causing pulp prices
to increase. To minimise additional working capital requirements caused
Dy rising pulp prices, the company has entered into contracts that
discount pulp prices in relation to various pulp indices gver a longer-term
and purchasg its pulp from several qualified suppliers in an attempt io
mitigate price increases and supply interruptions.

The company expects cement prices to remain relatively ilat at fiscal
year 2008 levels. The company continues to look for opportunities to
negotiate lower prices with its cement suppliers in some markets and
continue to evaluate opportunities to increase its supplier base.

Freight costs increased in fiscal year 2008 due 1o higher fuel
surcharges and decreased carrier availability. Based on data from the
Energy Information Administration, the company expects freight costs
to continue to increase with the forecasted increase on fuel costs.

The collective impact of the foregeing factors, and other factors,

including those identified in the cautionary note concerning forward-
looking stafements on page 125 of this annual report, may materially
adversely atfect the company’s abiiity to generate sufficient cash flows
from operations to meel its shorl and longer-term capital requirements.
The company believes that it will be able to fund any cash shortfalls for

at least the next 12 months with cash that it anticipates will be available
under its credit facilities and that it will be able to maintain sufiicient cash
available under those facilities. Additionally, the company could determine
it necessary to reduce or eliminate dividend payments, scale back or
postpone its expansion plans and/or take other measures to conserve cash
to maintain sufficient capital resources aver the short and fonger-term.
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Capital Expenditures

James Hardie's total capital expenditure, including amounts accrued,
for continuing operations for fiscal ysar 2008 was US$38.5 million. The
capital expenditures were primarily used to create additional low-cost,
high-volume manufacturing capacity to meet increased demand for

the company's fibre cement products and to create new manufaciuring
capacity for new fibre cement products.

Contractual Obligations

Significant capital expenditures in fiscal year 2008 included
expenditures related to a naw finishing capability on a new product
line and expenditures refated 1o the implementation of a new ERP
software system.

The following table summarises the company’s centractual cbligations at 31 March 2008:

Payments Due
During Fistal Year Ending 31 March

(Millions of US dollars) Total 2009 2010 to 2011 2012 to 2013 Thereafter
Asheslos Liability! $ 15765 $ NA F NA $ NA $ NA
Long-Term Debt 1745 — 1745 — —
Operating Leases 7.8 148 25.7 20.6 56.7
Purchase Qbligations? 8.0 3.0 — — —
Total $ 18778 $ 238 $ 2002 § 2086 $ 567

' The amount of the asbestos liability reflects the terms of the Amended FFA, which has been calculated by reference to (but is not exclusively
based upon) the most recent actuarial estimate of the projected future asbestos-related cash flows prepared by KPMG Actuaries. The asbestos
liability also incfudes an allowance for the future claims-handling costs of the AICF. The table above does not include a break-down of payments
due each year as such amounts are not reasonably estimable. See Note 12 to the consolidated financial statements on pages 99-103 of this

annual report.

 Pyrchase Obligations are defined as agreements to purchase goods or services that ars enforceable and legally-binding on the company and
that specify all significant terms, including; fixed or minimum quantities to be purchased; fixed, minimum or variable price previsions; and the

approximate timing of the transactions.

See Notes 9 and 13 to the consolidated financial statements starting on pages 97 and 104 of this annual report for further information regarding

long-term debt and operating leases, respectively.

OFF-BALANCE SHEET ARRANGEMENTS

As of 31 March 2008 the company did not have any material off-
balarice sheet arrangements.

INFLATION

The company does not beliave that inflation has had a significant
impact on the results of operations for the fiscal year ended
31 March 2008.

SEASONALITY AND QUARTERLY VARIABILITY

James Hardie's earnings are seascnal and typically follow activity lavels
in the building and construction industry. In the United States, the
calendar quarters ending December and March reflect reduced levels
of building activity depending on weather conditions. In Australia and
New Zealand, the calendar quarter ending March is usually affected by
a slowdown due to summer holidays. In the Philippines, construction
activity diminishes during the wet season from June to Septernber
and during the last half of December dug 1o the slowdown in business
activity over the holiday period. Also, general industry patterns can

be affected by weather, economic conditiens, industrial disputes and
other factors.

OUTLOOK

In North America, factors such as high inventory levefs of new homes
for sale, an increased rate of foreclosures placing more existing
properties on the market, weaker economic conditions and consumer
sentiment, and tighter morigage lending standards, all suggest that
further weakness in the level of new housing construction activity is
likely in the short-term.

To address the prospect of further marke: weakness, the USA Fibre
Cement business underwent a furiher business reset in April 2008 to
enable its cost base to better reflect expected market demand.

The USA Fibre Cement business remains committed to investing in
key growth initiatives and expacts {o further increase market share at
the expense of alternative materials and outperform the broader market.
However, as a result of the severe decline in housing construction
activity and the prospect of a further decline in the shorl-term, the
business has increased its focus on initiatives that build operating
income performance.




In Asia Pacific Fibre Cement, according to the Housing Industry
Association of Auslialia and InfoMetrics New Zealand, the shori-term
outlook is for residential construction activity to be weakening in
Ausiralia, and weaker in New Zealand and the Phitippines. The business
expects to continue to grow primary demand for fibre cement and
increase market shares through its range of differentiated products in
Australia and New Zealand. Non-differentiated products are expected to
remain subject lo strong competition.

Changes to the asbestos liability to reflect changes in foreign exchange
rates or updates to the actuarial estimate and the other matters may
have a material impact on the consalidated financial statements.

CRITICAL ACCOUNTING POLICIES

The accounting policies affecting James Hardie's financial candition
and resuls of operations are more fulty described in Note 2 to the
consolidated financial statements starting on page 89 of this annual
report. Certain of the company’s accounting policies require the
application of judgment by management in selecting appropriate
assumptions for calcuiating financial estimates, which inherently
contain some degree of uncerainly. Management bases its estimates
on historical experience and other assumptions that are believed to

be reasonable under the circumstances, the results of which form the
basis for making judgments about the reported carrying value of assels
and liabilities and the reported amounts of revenues and expenses that
may not be readily apparent from other sources. Actual results may
differ from these estimates under different assumptions and conditions.
The company considers the following policies te be the most critical

in understanding the judgments that are involved in preparing ils
consolidated financial statements and the uncertainties that could
impact its results of aperations, financial condition and cash flows.

Accounting for Contingencies

James Hardie accounts for 10ss contingencies in accordance with
SFAS No. 5 under which it accrues amounts for losses arising from
contingent obligations when the obligations are prebable and the
amounts are reasonably estimable, As facts concerning contingencies
become known, the company reassesses its situation and makes
appropriate adjustments 1o the consolidated financial statements.

For additional information regarding asbestos-related matters, ASIC
Proceedings and the ATO assessment, see Notes 12, 13 and 14 to the
consolidated financial statements starting on pages 99, 104 and 105
of this annual report.

Accounting for the Amended FFA

Prior to 31 March 2007, the company’s conselidated financial
statements included an asbestos provision refating 1o its anticipated
future payments to the AICF based on the terms of the Original FFA,

In February 2007, the Amended FFA was approved to provide long-term
funding to the AICF, a special purpose fund that provides compensation
for Australian asbestos-related personal injury and death ¢laims for
which the Former James Hardie Companies arg found liabe.

The amount of the asbestos liability reflects the terms of the Amended
FFA, which has been calculated by reference 1o (but is not exclusively
based upon) the most recent aciuarial estimate of projected future cash
flows prepared by KPMG Actuaries. Based on its assumptions, KPMG
Actuaries arrived at a range of possible total cash {lows and proposed
a central estimate which is intended to reflect an expecied outcome.
The company views the central estimate as the basis for recording the
asbestos liability in the company's financial statements which, under
US GAAP, it considers the best estimate under SFAS No. 5. The
asbestos liability includes these cash flows as undiscounted ang
uninflated on the basis that it is inappropriate to discount or inflate
future cash flows when the timing and amounts of such cash flows

is not fixed or readily determinable.

The asbestos liability also includes an allowance for the fuiure
aperating costs of the AICF,

In estimating the potential financial exposure, KPMG Actuaries has
made a number of assumptions. These include an estimate of the total
aumber of claims by disease type which are reasonably estimated

to be asserted through 2071, the typical average cost of a claim
settlement (which is sensitive to, among other factors, the industry

in which the plaintiff claims exposure, ihe alleged disease type and
the jurisdiction in which the action is being brought), the legal costs
incurred in the litigation of such ¢laims, the proportion of claims for
which liability is repudiated, the rate of receipt of claims, the settlement
slrategy in dealing with outstanding claims, the timing of sefilements
of future claims and the long-term rate of inilation of claim awards
and legal costs.

Further, KPMG Actuaries has relied on the data and information
provided by the AICF and assumed that it is accurate and complete in
all material respects. The aciuaries lested the data for reasonableness
and consistency, but have not verified the information independently
nor established the accuracy or completeness of the data and
information provided or used for ihe preparation of the repori.

Due to inherent uncertainties in the legal and medical environment, the
number and timing of future claim notifications and setilements, the
recoverability of claims against insurance contracts, and estimates of
future frends in average claim awards, as well as the extent to which
the above-named entities will cantribute to the overall seftlements,

\he actual amount of liability could differ materially from that which is

currently projected and could result in significant debits or credits {o
the consolidated balance sheet and statement of operations.

An updated actuarial assessmen! will be performed as of 31 March
each year. Any changes in the estimate will be reflected as a charge
or credit to the consolidated statements of operations for the year
then ended. Materia! adverse changes to the actuarial estimate
would have an adverse effect on business, results of operations and
linancial condition.

For additional information regarding the asbestos liability, see Note
12 to the consolidated financial statements on pages 99103 of this
annual report.
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Sales Rebates and Discounts

James Hardie records estimated reductions to sales for customer
rebates and discounts including valume, promotional, cash and other
rebates and discounts. Rebaies and discounts are recorded based on
management’s best estimate when products are sold. The estimates
are based on historical experience for similar programs and products.
Management reviews these rebates and discounts on an ongoing
basis and the related accruals are adjusted, if necessary, as additional
information becomes available.

Accounts Receivable

James Hardie evaluates the collectibility of accounts receivable on

an ongoing basis based on historical bad debis, customer credit-
worthiness, current economic trends and changes in custemer payment
activity, An allowance for doubtful accounts is provided for known

and estimated bad debts. Although credit losses have historically

been within the company’s expectations, it cannct guarantee that it

will continue to experience the same credit loss rates that it has in the
past. Because the company’s accounts receivable are concentrated in

a relatively small number of customers, a significant change in the
liquidity or financial position of any of these customers could impact
their ability o make payments and resuft in the need for additional
allowances which would decrease the company’s net sales. For
additional information regarding the company's customer concentration,
see Note 19 to the consolidaied financial statements starting on page
114 of this annual report.

Inventory

Inventories are recorded at the lower of cost ar market. In order to
determine market, management regularly reviews inventory quantities
on hand and evaluates significant items o determine whether they
are excess, slow-moving or obsolete. The estimated value of excess,
slow-moving and obsolete invantary is recorded as a reduction to
inventgry and an expense in cost of sales in the period it is idenfified.
This estimate requires management to make judgments about the
future demand for inventory, and is therefore at risk o change from
period to period. If the company's estimate for the future demand for
inventory is greater than actual demand and the company fai's to
reduce manufacturing output accordingty, it could be required to record
additional inventory reserves, which wou!d have a negative impact on
its gross profit.

Accrued Warranty Reserve

James Hardie offers various warranties on its products, including a
50-year limited warranty on certain fibre cement siding products in
the United States. Because the company’s fiore cement products have
only been used in North America since the early 1690s, there is a risk
that these products will not perform in accordance with the company’s
expectations over an extended period of time. A lypical warranty
program requires that the company replace defective products within
a specified time period from the date of sale. The company records an
estimate for future warranty-related costs based on an analysis of actual
historical warranty costs as they refate 1o sales. Based on this analysis
and other factors, it adjusts the amount of its warranty provisions as
necessary. Although the company’s warranty costs have historically
been within calculated estimates, if its experience is significantly
different from the estimates, it could result in the need

for additional reserves.

Accounting for Income Tax

James Hardie accounts for income taxes according 1o FASB's Statement
No. 109, “Accounting for Income Taxes,” under which the company
computes its deferred 1ax assets and liabilities, which arise from
differences in the timing of recognition of revenue and expense for tax
and financial stalement purposes. The company must assess whethsr,
and to what extent, it can recover its deferred tax assets. If full or partial
recovery is unlikely, the company must increase its income tax expense
by recording a valuation allowance against the portion of deferred fax
assefs that it cannot recover. The company believes that it will recover
all of the deferred tax assets recarded (nel of valuation allowance) on
its consalidated balance sheet at 31 March 2008. However, if facts

later indlicate that it will be unable 1o recover all or a partion of its net
ceferred tax assets, the company's income tax expense would increase
in the period in which it determined that recovery is unlikely.

The company accounts for uncertain income tax positions according to
FIN 48, “Accounting for Uncertainty in Income Taxes an interpretation
of FASB Statement Na.109." Due to the company’s size and the nature
of its business, it is subject to ongoing reviews Dy taxing jurisdictions
on various tax matters, including challenges to various pesitions the
company asserts an its income tax returns. Positions taken by an entity
in its income tax refurns must satisfy a more-likely-than-not recognition
threshold, assuming that the positions will be examined by taxing
authorities with full knowledge of all relevant information, in order for
the positions to be recognised in the consclidated financial statements.
Each guarter the company evaluates the income tax positions taken, or
expected to be taken, to determine whether these pesitions meet the
more-likely-than-not threshoid prescribed by FIN 48. The company is
required 1o make subjective judgments and assumptions regarding its
income tax exposures and must consider a variety of fagtors, including
the current tax statutes and the current staius of audits performed

by tax authorities in each tax jurisdiction. To the extent an uncertain

tax pasition is resolved for an amount that varies from the recorded
estimated liability, the company’s income tax expense in a given
financial statement periad could be materially affected.

For additional informaiian, sse Note 14 to the consolidated financial
statements starting on page 105 of this annual report.




DEFINITIONS

Financial Measures — US GAAP equivalents

EBIT and EBIT margin — EBIT, as used in this document, is
equivalent to the US GAAP measure of operating income. EBIT margin
is defined as EBIT as a percentage of net sales. James Hardie believes
EBIT and EBIT margin to be relevant and useful information as these ara
the prirary measures used by management to measure the operating
profit or loss of its business. EBIT is one of several metrics used by
rmanagerment to measure the earnings generated by the company’s
operations, excluding interest and income tax expenses. Additionally,
EBIT is believed to be a primary measure and terminology used by

its Ausiralian investors. EBIT and EBIT margin should be considered
in addision to, but not as a substitute for, other measures of financial
performance reporied in accordance with accounting principles
generally accepted in the United States of America. EBIT and EBIT
margin, as the company has defined them, may not be comparable to
similarly titled measures reported by other companies.

Operating profit —is equivalent to the US GAAP measure of income.

Net operating profit — is equivalen! to the US GAAP measure of
net income.

Sales Volumes
mmst — million square feet, where a square foot is defined as a
standard square foot of 5/16" thickness.

msf —thousand square feet, where a square foot is defined as a
standard square foot of 5/16" thickness.

Financial Ratios
Gearing Ratip — Net debt (cash) divided by net debt (cash) plus
shareholders' equity.

Net interest expense caver — EBIT divided by net interest expense.

Net interest paid cover — EBIT divided by cash paid during the
period for interest, net of amounts capitalised.

Net debt payback — Net debt {cash) divided by cash flow
from operations.

Net debt {cash) - short-term and long-term debt less cash and
cash equivalents.

Non-US GAAP Financial Measures

EBIT and EBIT margin excluding asbestos and asset
impairments — EBIT and EBIT margin excluding asbestos and asset
impairments are not measures of financial performance under US GAAP
and should not be censidered to be more meaningful than EBIT and
EBIT margin. James Hardie has included these financial measures to
provide investors with an alternative methed for assessing its operating
results in a manner that is focussed on the performange of its ongoing
operations and provides useful information regarding its financial
condition and results of operations. The company uses these non-US
GAAP measures for the same purposes.

{Millions of US dollars) 2008 2007

EBIT $ (36.6) § (86.6)
Asbesios:
Asbestos adjusimenis 2401 4055
AICF SG&A expenses 4.0 -
Asset impairments:
tmpairment charges 7.0 -
Impairment related costs 3.2 -
EBIT excluding asbestos
and asset impairments 281.7 313.9
Net Sales $1,4688 $15429
EBIT margin excluding asbestos
and asset impairments 19.2% 20.7%

EBIT and EBIT margin excluding asbestos — EBIT and EBIT
margin excluding asbestos are not measures of financial performance
under US GAAP and should not be considared to be mare meaningiul
than EBIT and EBIT margin. James Hardie has included these financial
measures 1o pravide investors with an alternative methed for assessing
its operating results in a manner that is focussed on the performance
of its ongoing operaticns and provides useful information regarding its
financial condition and resuls of operations. The company uses these
non-US GAAP measures for 1he same purposes.

(US$ Millions) 2008 2007

EBIT $ (36.6) $ (866
Asbestos:

Asbestos adjustments 2401 405.5

AICF SG&A expenses 4.0 -

EBIT excluding ashestos 207.5 3189

Net Sales $ 1,468.8 § 15429

EBIT margin excluding ashestos 14.1% 20.7%

Net operating profit excluding ashestos, asset impairments
and 1ax adjustments — Ne! operaling profit excluding asbestos,
asset impairments and {ax adjustiments is not a measure of financial
performance under US GAAP and should not be considered to be more
meaningful than net income. The company has included this financiat
measure to provide investors with an alternative method for assessing
its operating results in a manner thal is focussed on the performance of
its angoing operations. The company uses this non-US GAAP measure
for the same purposes.

{Millions of US dollars) 2008 2007
Net operating {loss) profit $(11.6) 3i517
Asbestos;
Asbestos adjustments 2401 4055
AICF SG&A expenses 4.0 -
AICF interest income {9.4) -

Tax benefit related to asbestos adjustments  (45.8) (335.0)
Asset impairments;

Impairment charges {net of tax) 44.6 -
Impairment related costs {net of tax) 2.0 -
Tax adjustments 5.8 (10.4)
Net aperating profit excluding asbestos,
asset impairments and tax adjustments $169.7 $2118

39 James Hardie Annual Report 2008 FINANCIAL STATEMENTS



40 James Hardie Annual Report 2008 FINANCIAL STATEMENTS

AND ANALYSIS

James Hardie Industries NV and Subsidiaries

Net operating profit excluding ashestos — Net operating profit
excluding asbestos is not a measure of financial performance under
US GAAP and should not be considered to be more meaningful than
net income. The company has included this financial measure to
provide investors with an alternative method far assessing its operating
results in a manner that is focussed on the perfermance of its ongaing
operations. The company uses this non-US GAAP measure for the
SaMe purposes.

(Miltions of US dollars) 2008 2007
Net operating (loss) profit $ (M6 § 1317
Asbestos:
Asbestos adjustments 240.1 405.5
AICF SG&A expenses 4.0 -
AICF interest income {9.4) -

Tax benefit related to asbestos adjusiments  (45.8) (335.0)

Net operating profit excluding ashestos $§ 173 § 2222

Diluted earnings per share excluding asbestos, asset
impairments and tax adjustments — Diluted earnings per share
excluding ashestos, asset impairments and tax adjustments is not a
measure of financial performance under US GAAP and should not be
considered to be more meaningful than diluted earnings per share.
The company has included this financial measure to provide investors
with an alternative method for assessing its operating results in a
manner that is focussed on the performance of its ongoing operations.
The company’s management uses this non-US GAAP measure for the
SAMe PUIPOSES.

(Millions of US dollars) 2008 2007

Effective tax rate excluding ashestos, asset impairments
and tax adjustments — Eifeclive tax rate excluding asbestos,

asset impairments and tax adjustments is not a measure of financial
performance under US GAAP and should not be considesed to be
more meaningful than effective tax rate. The company has included
this financial measure to provide investors with an aliernative method
for assessing its operating results in a manner that is focussed on the
performance of its ongoing operations. The company's management
uses this non-US GAAP measure for the same purposes.

{Millions of US doliars) 2008 2007
Operating loss before income taxes $ (35.5) $ (931)
Ashesios:
Asbestos adjusiments 2401 4055
AICF SG&A expenses 4.0 -
AICF interest income (9.4) -

Asset impairments:
Impairment charges 71.0 -
Impairment related costs 3.2 -
Operating profit before income taxes
excluding asbestos and asset impairments  § 273.4  § 3124

Income tax benefit {expense) (36.1) 243.9

Tax benefit related to asbestos adjustmenis ~ (45.8) {335.0)
Tax benefit related to asset impairments (21.6) -

Tax adjustments 5.8 {10.4}
Income tax expense excluding asbestos,

asset impairments and tax adjusiments (103.7) (101.5)
Efiective tax rate excluding asbestos,

assel impairments and tax adjusiments 37.9% 32.5%

Net operating profit excluding ashestos,
assel impairments and tax adjustments
Weighted average common shares
outstanding — Diluted (millions) 456.1 466.4
Diluted earnings per share excluding

asbestos, asset impairments and tax

adjustments (US cents) 31.2 454

$1690.7 § 2118

Diluted earnings per share excluding asbestos — Diluted
earnings per share excluding asbestos is not a measure of financial
performance under US GAAP and should not be considered {o be more
meaningful than diluted earnings per share. The company has included
this financial measure to provide investors with an alternative method
for assessing its operating results in a manner that is focussed on the
performance of its ongoing operations. The company's management
uses this non-US GAAP measure for the same purposes.

{Millions of US dollars}) 2008 2007

Net operating proiit excluding asbestos $ 1173 $ 2222
Weighted average common shares

outstanding — Diluted (milligns) 456.1 466.4
Diluted earnings per share excluding
ashestos (US cenis) 25.7 476

EBITDA — is not a measure of financial performance under US GAAP
and should not be considered an alternative to, or mare meaningful
than, income from operations, net income or cash flows as defined by
US GAAP or as a measure of profitability or liquidity. Not all companies
calculate EBITDA in the same manner as James Hardie has and,
accordingly, EBITDA may not be comparable with other companies.
The company has included information concerning EBITDA because it
believes that this data is commonly used by investars to evaluale the
ability of a company's earnings from its core business operations to
satisfy its debt, capital expenditure and working capital requirements.

(Millions of US dollars) 2008 2007
EBIT $ (36.6) $ (866)
Depreciation and amortisation 56.5 50.7
EBITDA $ 199 $ (359)




EBITDA excluding asbestos and asset impairments - EBITDA
excluding asbestos and asset impairments is not a measure of
financial performance under US GAAP and should not be considered
an alternative to, or more meaningful than, income from operations,
net income or cash flows as defined by US GAAP or as a measure of
profitability or liguidity. Not all companies calculate EBITDA in the
same manner as James Hardie has and, accordingly, EBITDA may
not be comparable with other companies. The company has included
information concerning EBITDA because it befieves that this data is
commonly used by investors 1o evaluate the ability of a company’s
earnings from its core business operations to satisty its debt, capital
expenditure and working capital requirements.

(Millions of US dollars) 2008 2007
EBIT excluding asbestos and

assef impairments $ 2817 § 2189
Depreciation and amonisation 56.5 50.7
EBITDA excluding ashestos $ 338.2 $ 369.6

EBITDA excluding ashestos ~ EBITDA excfuding asbestos is not a
measure of financial performance under US GAAP and shoutd not te
considered an alternative to, or more meaningful than, income from
operations, net income or cash flows as defined by US GAAP or as a
measure of profitability or liquidity. Not all companies calculate EBITDA

in the same manner as James Hardie has and, accordingly, EBITDA may

not be comparable with other companies. The company has included
informatien concerning EBITDA because it believes that this data is
commonly used by investors 10 evaluate the ability of a campany's
garnings from its core business operations to satisfy its debt, capital
expenditure and working capital requirements.

(Millions of US dollars) 2008 2007
EBIT excluding asbastos $2075 $ 3189
Depreciation and amartisation 56.5 50.7
EBITDA excluding asbestos $ 264.0 § 3696

Abbreviations

ADR - American Depository Receipt

AICF - Asbestos Injuries Compensation Fund

AIM — Annuat Information Meeting

AGM - Annual General Meeting

Amended FFA - Amended Final Funding Agreememt
ASIC — Australian Securities and Investments Commission
ASX — Ausiralian Securities Exchange

ATO - Australian Taxation Office

CEO - Chief Execuiive Oificer

CFO - Chief Financial Officer

CUFS - CHESS Units of Foreign Securities

GIC - General Interest Charge

IRS - Internal Revenue Service

JHAF - James Hardie Australia Finance Pty Limited
KPMG Actuaries — KPMG Actuaries Pty Limited
NAHB - Nationat Association of Home Builders
NSW — New South Wales

NYSE — New York Stock Exchange

RCI - RCI Pty Limiied

SEC — Securities Exchange Commission

SG&A — Selting, General & Administrative

About the terminology used in this annual report

In this annual repor, James Hardie may present iinancial measures,
sales volumg terms, {inancial ratios, and Non-US GAAP financial
measures included in the Definitions section of this document starting
on page 39. The company presents financial measures that it believes
are customarily used by its Austratian investors. Specifically, these
{inancial measures include "EBIT", "EBIT margin”, “Operating profit”
and “Net operating profit”.

The company may also present other terms for measuring its sales
volumes (*million square feet (mmsf)” and “thousand square feet (msf)™);

financial ratios ("Gearing ratio”, “Net interest expense cover”, “Net interest

paid cover”, “Net debt payback”, “Net debt/cash”); and Non-US GAAP
financial measures ("EBIT excluding asbestos and asset impairments”,
“EBIT marnin excluding ashestos and asset impairments”, “EBIT
excluding asbestos”, “EBIT margin excluding asbestos”, “Net operating
profit excluding asbestos, asset impairments and tax adjustments”,

“Net operating profit excluding asbestes”, "Diluted earnings per share
excluding asbestos, asset impairments and tax adjustiments”, “Diluted
earnings per share excluding asbestos”, “Operating profit before income
laxes excluding ashestos and asset impairments”,

income 1axes excluding asbestos®, "Effective tax rate excluding asbestos,
asset impairments and fax adjustments”, “EBITDA", "EBITDA excluding
asbestos and asset impairments”, and “EBITDA excluding asbestos™).
Unless otherwise staled, results and comparisons are of the current fiscal

year versus the prior fiscal year.

To allow readers to assess the underlying performance of the fibre
cement business, unless ctherwise stated, graphs and editorial
comments refer 1o results from continuing operations excluding
ashestos adjustments of US$240.1 million, AICF SG&A expenses of
US$4.0 million, AICF interest income of US$S.4 million and tax benefit
related to asbestos adjustments of US$45.8 miliion for fiscal year
2008 and asbestos adjustments of US$405.5 million and {ax banefit
refated to asbestos adjustments of US$335.0 miltion for fiscal year
2007. Balance sheet references exclude the net Amended FFA liability
of US$944.9 million and US$786.1 million at 31 March 2008 and
2007 respectively.

, “Operating profit before
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James Hardie Industries NV and Subsidiaries

Your Joint Board directors present their report on the consolidated
entity consisting of James Rardie Industries NV (JHI NV} and the
entities it controlled at the end of, or during, the year ended 31 March
2008 {collectively referred to as the company).

DIRECTORS

At the date of this repart the Supervisory Board directors were: Michagl
Hammes (Chairman}, Donald McGauchie (Deputy Chairman), Brian
Anderson, David Andrews, Donald DeFossst, David Harrison, James
Loudon, Rudy van der Meer and Cathy Walter; and the Managing

Board directors were: Louis Gries (CEQ), Russell Chenu (CFO) and
Rabert Cox {General Gounsel and Gempany Secretary). The Joint Board
consists of all Supervisory Boasd directors and Mr Gries.

Changes in the Managing and Supervisory Boards between 1 April
2007 and the date of this report were:

- Mrs Waiter was appointed to the Supervisory and Joint Boards
effective 1 July 2007 and was re-elected by sharehalders on
17 August 2007,

— Mr Andrews was appointed to the Supervisary and Joint Boards
effective 1 September 2007

— Mr Butterfield resigned as Company Secretary and Managing Board
director efiective 1 October 2007

— Mr Barr resigned from the Supervisory and Joint Boards effective
31 March 2008;

— Mr Cox was appeinted as Cornpany Secretary and Managing Beard
director effective 7 May 2008;

- Mr Harrisen was appointed to the Joint and Supervisory Boards
effective 19 May 2008;

—Mr Loudon anncunced his resignation from the Joirt and
Supervisory Boards, to 1ake effect on 22 August 2008; and

- Mr DeFossett announced his resignation from the Joint and
Supervisory Beards, to take effect on 31 August 2008.

Directors’ qualifications, experience, special responsitilities, period in
ofiice and directorships of cther publicly-listed companies are set out
in the Directors’ Profiles on pages 2426 of this annual report.

CORPORATE GOVERNANCE

Details of JHI NV's corporate governance policies ang procedures,
including information about the roles, structure and charters of the
Supervisery Board Committees, are set out on pages 7081 oi this
annual report. Information about the activities of the Supervisory Board
and its Committees appears below.

ACTIVITIES OF THE SUPERVISORY BOARD
AND ITS COMMITTEES

The Supervisory Board and its Committees regularly heid deliberations
throughout fiscal year 2008,

Inits meetings, the Supervisory Board discussed regularly:

— the performance of JHI NV's individual business groups and
JHI NV overall;

— company and busingss unit budgets;

—monthly, quarterly, half-yearly and yearly results and financial
statements;

— capital expenditure requests;

— the safety and environmental performance of the business;
— JHI NV's financing and capital structure;

— JHI NV's domicile in The Netherlands;

— taxation matters, including the stalus of ongoing audits and
proceedings; and

— the civil proceedings launched by ASIC against JH! NV and others
in the Supreme Court of New South Wales for alleged breaches of
Australian corporations law in evenis surrounding the establishment
of the Medical Research and Compensation Foundation in 2001.




The Supervisory Board also discussed the operational ard financial
objectives of JHI NV, the strategy to achieve these objectives, the
parameters to be applied in relation to the strategy, the business plans
for the businesses, dividend distributions and capital management, the
risks ta the company and the reports by the Managing Board of the
internal risk management and control systems and their developments.

In addition, the Supervisory Board discussed, without Managing
Board directors being present, the performance, composition, profile
and succession matters of the Supervisory Board, Supervisory
Board Committees, Managing Beard and individual directors and the
Supervisory Board's relationship with the Managing Board.

Further details of these matters, and the processes undertaken by the
Supervisory Board are set out in the Corporate Governance Report
starting on page 70 of this annual repor.

The Audit Committee reviewed JHI NV's quarterly, half-yeariy and
yearly results, financial statements and the annual report. The Audit
Committee oversaw the relationship with the external auditor and
internal auditor, including the compliance with recomemendations and
abservations of internal and external auditars. It discussed the effect
of internat risk management ang control systems. In fiscal year 2008,
the Audit Committee also oversaw a tender and review process of the
company’s audit which resulted in the company appointing Ernst &
Young as its externat auditor commencing fiscal year 2009.

The Remuneration Committee discussed and reviewed the
operation of the EPAIP Plan, and the company’s compensation structure
and the remuneration of Managing Board directors and senior
executives, as described in the Remuneration Report within pages
4668 of this annual report. Other topics included equity grants to
exccutives; remuneration and performance objectives of the executive
team; salary increase guidelines for each business; Suparvisory Board
director remuneration and cap; Supervisory Board director equity
grants; execulive contracts; management structure; and succession
planning and development.

The Nominating and Governance Committee discussed with the
Superviscry Board the size and composition of the Supervisory Board,
Supervisary Board Committees and the Managing Board as well as the
functioning of the individual Supervisory Board and Managing Board
directors. Other topics included Supervisory Board renewal; assessing
ihe independence of each Supervisory Board director; the process for
Supervisory Board evaluation; the Supervisory Board retirement and
tenure pelicy; the director grientation program; the Superviscry Board
continuing development program; the company’s policies on insicer
trading, market communication and the operation of the on-market
buy-back; and the deeds of indemnity provided to directors and officers
of the company. This committes also discussed corporate governance
cempliance developments.

ATTENDANCE AT MEETINGS

Directors' attendance at JHI NV Joint Board, Supervisory Board,
Supervisory Board Committee and Managing Board meetings during
the fiscal year ended 31 March 2008 is recorded on page 72, within the
Corporate Governance Report of this annual report.

CHANGES IN DIRECTORS’ INTERESTS
IN JHI NV SECURITIES

Changes in directors' relevant interests in JHI NV securities between
1 April 2007 and 31 March 2008 are set out in on page 68, in the
Remuneratign Report of this annual report.

OPTIONS AND SHARE RIGHTS

Supervisory Beard directors do not receive options. Details of JHI NV
options changes during the period 1 April 2007 to 31 March 2008,
including options granted and options exercised during the reporting
period, are set out in Note 16 to the consolidated financial statements
starting on page 109 of this annual repori. Opticns granted to Managing
Board directors and senior executives of {he company during the fiscal
year are set out in the Remuneration Report on pages 61 and 62 of this
annual report.

N options were granted batween the end of the fiscal year and

the date of this report. Between the end of the fiscal year and the

date of this report, 25,000 options were exercised in respect of ardinary
shares/CUFS.

43 James Hardie Annual Report 2008 FINANGIAL STATEMENTS




44  James Hardie Annual Report 2008 FINANCIAL STATEMENTS

 hEtmm¥ W F LY

James Hardie Industries NV and Subsidiaries

Options changes between 31 March 2008 and the date of this report are set out below;

Options

exercised

Options for equal number
Number of options cancelled of shares /CUFS ~ Number of options
Range of exercise prices outstanding at 1 April to 1 April to outstanding at
Prices A$ 31 March 2008 22 Jung 2008 22 June 2008 22 June 2008
$3.0921 409,907 - - 409,907
$3.1321 100,435 - - 100,435
$5.0586 660,582 - - 660,582
$5.9900 2,745,625 (232,500) (25,000) 2488125
$6.3000 93,000 - - 93,000
$6.3800 4,822 398 {727,958) - 4,094,440
$6.4490 901,500 (15,500) - 886,000
$7.0600 2,280,750 {145,000) - 2,135,750
$7.8300 1,016,000 - - 1,016,000
$8.3500 151,400 - - 151,400
$8.4000 3,747,340 {463,830) - 3,283,510
$8.5300 1,320,000 - - 1,320,000
$8.9000 3,901,100 {527.225) - 3,373.875
$9.5000 40,200 - - 40,200
Total 22,190,237 (2,112.013) {25,000} 20,053,224

No share rights in the form of restricted stock units (RSUs) were granted during the fiscal year, Between the end of the fiscal year and the date of this

report, 698,440 RSUs were issued to senior executives of the company under the Deferred Bonus Program. Further details of the terms of the RSUs

and the Deferred Bonus Program are set out in the Remunaration Report on pages 46-68 of this annual repert.

PRINCIPAL ACTIVITIES

The principal activities of the company during fiscal year 2008 were
the manufacture and marketing of fibre cement products in the USA,
Australia, New Zealand and the Philippines. The company also sells
fibre cement products in Canada, Asia, Europe and the Middle East.

REVIEW AND RESULTS OF OPERATIONS

A review of the company's operations during the fiscal year and of the
results of those operations is contained in Management's Discussion
and Analysis on pages 2838 of this annual report.

ENVIRONMENTAL REGULATIONS
AND PERFORMANCE

Protecting the envirgnment is critical to the way the company does
business, and we continue to seek means of using materials and energy
more efficiently and to reduce waste and emissions.

Our integrated environmental, health and safety management system
includes regular monitoring, auditing and reporting within the
company. The system is designed to continually imprave tha company’s
performance and systems with training, regular review, improvement
plans and corrective action as priorities.

The manutacturing and other ancillary activities conducted by the
company are subject to licenses, permits and agreements issued under
environtmental laws that apply in each respective locatian.

Under the applicable licenses and trade waste agreements, discharges
to water, air and the sewerage system and noise emissions are to be
maintained below specified limits,

In addition, dust and odour emissions from the sites are regulated

by local government authorities. The company employs dedicated
resources and appropriate management systems at each site to ensure
its obligations are met. These resources are also employed to secure
improvements in systems and process that go beyond those required
by law.

Solid wastes are removed to licensed landfills. Programs are in

place to reduce waste thal presently gaes to landfills; these include
expanded recycting programs. Further information about James Hardie's
environmental aims and performance is included on pages 20-21 of
this annual report.

FINANCIAL POSITION, OUTLOOK AND
FUTURE NEEDS

The financial position, outloak and future needs of the company are set
out in Management's Discussion and Analysis, on pages 28-38 of this
annuai repart.




AUDITORS

The company prepares its annual accounts in accordance with Dutch
GAAP and US GAAP. Each set of accounts is audited by an independent
registered public accounting firm in the countries concerned. The
independent registered accounting firms have provided the company
with declarations of their independence.

NON-AUDIT SERVICES

The Audit Committee has approved policies to ensure that all non-audit
services performed by the external auditor, including the amount of
fees payable for each individual service, receives prior approval by the
Audit Committee. Particulars of non-audit service fees paid 1o JHI NV's
external auditor, PricewaterhouseCoopers LLP, for fiscal year 2008 are
set out in Remuneration Disclosures, on page 118 of this annual report.

The Supervisary Board is satisfied that the provision of these non-audit
services by the auditor during fiscal year 2008 is compatibte with the
appropriale standards of independence for auditors appticable to the
company and its auditors. The Supervisory Board is satisfied, on the
basis of the company's policies for review and pre-approva! of all non-
audii services, the unique circumstances and nature of the tax services
provided and the auditor’s statements of their continued independence
to the company, that the provision of these non-audit services by

the auditor did nat compromise their independence. This statement
has been made in accordance with advice provided, and a resolution
approved, by the Audit Committes.

INSURANCE AND INDEMNIFICATION
OF DIRECTORS AND OFFICERS

Like most publicty-listed companies, JHI NV provides insurances

and indemnities to its directors, officers and senior executives. In
accordance with common commercial practice, the insurance policies
prohibit disclosure of the nature of the insurance cover and the amount
of the premiums. Further details of these arrangements are set out in
Note 13 {o the consolidated financial statements on page 104 of this
annual report.

OTHER DISCLOSURES

Readers are referred to the company's Form 20-F document which

is filed with the US SEC annually, and which contains additional
disclosures prescribed by the SEC. The Ferm 20-F filing can be
accessed hrough the Investor Relations area of the company's website
(www.jameshardie.com), or from the company’s Corporate Headquarters
in Amsterdam or Regicnal Office in Sydney,

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

In fiscal year 2008, the company was heavily affected by the macro
economic conditions facing the entire housing industry in the United
States. In the US, the housing market deteriorated in all four quarters
of fiscal year 2008, following on the market deterioration in the last two
quarters of fiscal year 2007. New housing siarts were down 37% from
fiscal 2007 and 55% from their peak in 2006.

POST FISCAL YEAR EVENTS

0On 2 April 2008 the company announced the Supervisery Board's
approval of the engagement of Ernst & Young LLP as its external
auditor for the year ending 31 March 2009. The company will seek
shareholder ratification of the selection of Ernst & Young LLP as its
exiernal auditor at the AGM in August 2008.

On 22 May 2008, the company announced plans to cease production
al its Hardie Pipe manufacturing facility in Plant City, Florida, in the
United States. As a result, the company recorded an asset impairment
of US$25.4 million in fiscal year 2008. Mare information is contained
in Note 7 to the consolidated financial stalements starting on page 96
of this annual report.

On 18 June 2008, the ATO commenced proceedings in the Federal
Court of Australia seeking the reinstaternent of a former wholly-
owned subsidiary JHAF. The company is considering its position
with respect to the ATO proceedings, the merits of the potential
amended assessment and any obligations of JHAF to the ATO given
its prior winding-up. More information is contained in Note 14 to the
cansolidated financial statiements starting on page 105 of this annual
repor.

0On 23 June 2008, the company announced that the IRS had issued

it with a Notice of Praposed Adjustment that concluded that the
company does not satisfy the Limitation of Benefits provision of the
New US-Netherlands Treaiy and that accordingly it is not entitled to
beneficial withholding tax rates on payments from its United States
subsidiaries 1o its Netherlands companies. The company does not agree
with the canclusions reached by the IRS, and intends to contest the
IRS’ findings through the continuing audit process and, if necessary,
through subsequent administrative appeals and possibly litigation.
More information is contained in Note 14 to the consolidated financial
statemenis starting on page 105 of this annual report.

DIVIDENDS

The Managing Board has announced a finaf dividend of US8.0 cents per
share. CUFS holders wilt be paid the dividend in Australian currency

on 11 July 2008 if they were registered as at the close of business on

4 June 2008 (AEST). ADR holders will receive payment in US currency.

During fiscat year 2008, JHI NV paid dividends of US15.0 cents per
CUFS on 10 July 2007 totalling US$70.7 million, and US12.0 cents per
CUFS on 18 December 2007 totalling US$55.5 mitlion. CUFS holders
were paid in Australian currency. ADR holders received payment in

US currency.
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Remuneration Report

James Hardie Industries NV and Subsidiaries

2008 REMUNERATION REPORT

This remuneration report explains James Hardie's approach to
remuneraticn, and has been adopted by he Supervisory Board on
the recommendation of the Remuneration Committee.

Sections -8 of this report describe the remuneration policy for the
Managing Board and section 12 of this report describes the company'’s
departures, and reasons, from the Best Practice Recommendations in
the Dutch Code on Carporate Governance.

This report also contains detailed information about the remunegration
of Supervisory and Managing Board directors and senior exectives.
In accordance with the ASX Corporate Governance Council Principles
and Recommendations, good corporate governance in Australia and
having regard to the aims underlying section 3004 of the Corporations
Act, the company has elected to provide the information in sections 2
and 9to 11 of this report on a voluntary basis, and will present this
remuneration repost to its sharehotders for a non-binding vote.

During fiscal year 2008, the company retained Hewitt Associates as
its compensation advisor. [n addition, the Remuneration Committeg
tetained Towers Perrin (in the United States) and Guerdon Associates
{in Australia) as its independent advisors on the changes to
remuneration for fiscat year 2009, described in this report.

1. APPROACH TO CEO, MANAGING BOARD
AND SENIOR EXECUTIVE REMUNERATION

1.1 Objectives

James Hardie aims to provide a package of fixed “Not At Risk" pay and
benefits positioned arcund the market median, and variable “At Risk”
performance pay, based on both long and short-term incentives which
link executive remuneration with the interests of shareholders and
attract, motivate and retain high-performing executives to ensure the
success of the business.

1.2 Policy

The company'’s executive compensation program is based on a pay-fos-
performance palicy that differentiates compensation amounts based on
an evaluation of performance in two basic areas: the business and the
individual.

1.3 Setting remuneration packages

The Remuneration Commitiee considers the remuneration packages
and their components for the CEQ, Managing Board directors and
the company's senior executives annually to ensure that they mest
the objectives of the remuneration policy and are competitive with
developments in the market.

The CEQ's remuneration package is reviewed by the Remuneration
Committee, which recommends it 1o the Supervisory Board for
final approval.

The CEQ makes recommendations to the Remuneration Committee on
the remuneration packages of the Managing Board directors and the
company’s senior executives. These recommendations are based on
the guidelines of the remuneration policy and include factors such as
the individual’s competencies, skills and performance, the specific role

and responsibilities of the relevant position, assessments and advice
from the Remuneration Committee’s external independeni compensation
advisars, and other practices specific to the markets in which the
company operates and countries in which the execulive is based or was
based pricr to any relocation.

Each year the Remuneration Committee reviews and approves a list

of peer group companies which it uses for comparative purposes in
setting remuneration levels (base salary, target bonus, and equity)

for the CEOQ, the Managing Board directors and the company's senior
executives. The list of peer group companies may differ depending on a
specific person's home country,

The Supervisory Board makes the final compensation dacisions
concerning remuneration for the CEQ, Managing Board directors and
the company's senior executives.

1.4 Senior executives

The resuneration policy for the senior executives below Managing
Board level is consistent with the remuneration policy for the Managing
Board. For the purpose of this report, the company will report the
remuneration details of the following senior executives, all of whom
report directly to the CEQ and served in these roles throughout fiscal
year 2008 unless otherwise stated:

Senior execulives:

Peter Baker. Executive Vice President — Asia Pacific!

Robert Cox, General Counsel and Company Secrefary?

Mark Fisher, Vice President — Research and Development

Grant Gustafson, Vice President — Interiors and Business Development
Brian Holte, Vice President — General Manager Western Division

Nigel Righy, Vice President — General Manager Northern Division

Joel Rood, Vice President — General Manager Southern Division

Former senior executives:
Jamie Chilcoff, Vice President — International Business®
Robert Russell, Vice President — Engineering and Process Development!

1 Eifective 1 February 2008. From 1 April 2007 to 1 February 2008
Mr Baker was Exacutive Vice President — Australia.

2 Mr Cox joined the company as General Counsel on 14 January 2008,
He was appointed 1o the Managing Board and as Company Secretary
effective 7 May 2008. Mr Cox is reported as a senior executive in
this report as hie was not a Managing Board dicector at 31 March
2008. He will be reparted as a Managing Board direcior in the 2009
Remuneration Report.

3 Mr Chilcoff separated irom the company effective 25 February 2008.
* Mr Russell separated from the company effective 18 January 2008.
The names, roles and length of service of the Managing Board directors

covered in this remuneration report are st out on pages 22-23 of this
annual report.




2. STRUCTURE AND OVERVIEW OF REMUNERATION PACKAGES

The proportions of the “At Risk" and “Not At Risk" components of James Hardie's remuneration packages in fiscal year 2008 are shown in the
following table, and described befow:

2.1 Gomponents of remuneration packages in fiscal year 2008

Not at Risk Remuneration’ Al Risk Remuneration®
Salary, Nan-cash
Benefits,
Superannuation, Shont-Term Long-Term Equity
401(k) etc Cash Incentive? Cash Incentive* (stock options)® Total at Risk

uss % US$ % Uss % US$ % US§ %
Managing Board directors
Louis Gries 1,166,361 29 659,033 16 - - 2267910 55 2926943 71
Russell Chenu 353,151 62 238,851 16 - - 344,240 22 583091 38
Former Managing Board director
Benjamin Butierfield 626,9255 100 - - - - - - - -
Senior executives
Peter Baker 378684 78 57,958 12 - - 47,157 10 105,115 22
Robert Cox? 156,449 100 - - - - - - - 0
Mark Fisher 363973 47 136,890 18 - - 275,084 35 M 974 53
Grant Gustafson 384859 56 82,811 12 - - 220,066 32 302877 44
Brian Holte 432636 56 88,191 12 - - 247 575 32 335766 44
Nige! Rigby 373235 48 136,890 17 - - 275,084 35 a1 974 52
Joel Rood 356,706 53 69,300 10 - - 247 575 37 316875 47
Former senior executives®
Jamie Chilcoff 393809 64 - - - - 220,066 36 220066 36
Robert Russell 482575 1 - - - - 192,558 29 1925658 29

' Ses section 4 of this repart.,
2 See section 3 of this report.

3 See sections 3.2.1 and 3.2.2 ¢f this report. This amount includes all incentive amounts in respect of fiscal year 2008 and the cash component of
the Deferred Bonus Program.

* Seg section 3.2.3. There were no Bonus Bank payments in respect of fiscal year 2008.

$ Options are valued using either the Black-Scholes option-pricing model or the Monte Caric option-pricing method, depending on the plan the
options were issued under. For the Black-Scholes model, the weighted average assumptions and weighted average fair value used for grants
in fiscal year 2008 were as follows: 5.0% dividend yield; 30.0% expected votatility; 3.4% risk free interest rate; 4.4 vears of expected life; and
A$1.13 weighted average fair value at grant date. For the Monte Carlo method, the weighted average assumptions and weighted average faiz
value used for grants in fiscal year 2008 were as follows: 5.0% dividend yield; 32.1% expected volatility; 4.2% risk free interest rate; and
A$3.14 weighted average fair value al grant date.

& Amount includes severance payment of US$335,323.
T Mr Cox joined the company on 14 January 2008 and was ineligible for a shori-term incentive or equity grant in fiscal year 2008.

® Not at Risk remuneration includes accrued vacation time of US$36,304 and US$67,726 for Massrs Chilcoff and Russell respectively and
a US$83,635 severance payment for Mr Russell,
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3. AT RISK REMUNERATION IN FISGAL YEAR 2008

3.1 Overview of At Risk components in fiscal year 2008

Senior executives within the company are eligible to participate in one or more incentive plans containing “At Risk” remuneration. Eligibility for
inclusicn in a plan does not guarantee participation in any future year. Participation of any division/business unit in a plan is at the discretion of the
CEQ. “Af Risk" remuneration consists of short-term incentives (STIs) and leng-term incentives (LTIs). An LTI target of STI 1arget can be earned or
exceeded by meeting or exceeding specified goals. The company’s “At Risk” incentive plans for senior executives in fiscal year 2008 and their status
for fiscal year 2009 are set out below;

Duration Plan Name Future Stalus Further Details
Short-Term Incentive EP/IP Plan ’ Terminated for fiscal year 2009 Section 3.2.1(a) below
Economic Profit (EP) Component  and replaced with Executive
Incentive Program.

EP/IP Plan EPAP plan terminated for fiscal Section 3.2.1(b} below
Individual Performance (IP} year 2009, but IP component
Component preserved for fiscal year 2009

on same terms.
Deferred Bonus Program One-off for fiscal year 2008 with ~ Sections 3.2.2 and 6 betaw
cash compeonent cash and equity compenents.

Equity component treated as
Jong-term incentive.

Long-Term Incentive EP Plan Bonus Bank payments Terminated for fiscal year 2009. Section 3.2.3 (a) below
under EPAP Plan
Deferred Benus Program equity One-off for fiscal year 2008. Sections 3.2.2, 6 and 8 below

component with time vesting

2001 JHI NV Equity Incentive Plan  Curzent for senior executives other  Sections 3.2.3{b} and 8 below
(Option Plan} than Managing Board directors.

Senior executives moved to LTIP

for fiscal year 2009.

2006 Long Term Incentive Plan Current fer Managing Board Sections 3.2.3(c) and 8 below
(LTIP) with relative TSR and ROCE  directors. Extended to senior
perfermance hurdles executives with revised

performance hurdles for
fiscal year 2009,




3.2 Details of At Risk components in fiscal year 2008

3.2.1 Shonr-term incentives

{a) Economic Profit component of the EP/IP Plan (EP component)

The EP component of the EP/IP Plan was designed to provide participating senior executives with incentive compensation which directly related
their financial reward to an increase in Economic Profit, It had components that were both shon-term (described here) and long-term (described in
section 3.2.3(a) below relating to Bonus Bank).

Economic Profit was defined as Net Operating Profit After Tax {NOPAT) minus capital charge. The philosophy behind the EP component was that
economic value in the company’s business must continue to be created in successive years for the full realised incentive to be paid. This was
considered appropriate bacause it tied the incentives paid to individuals directly to the underdying operating performance of the business.

Every three years, with the assistance of independent advisors, the Remuneration Committes recommended to the Supervisory Board the amount the
company's Economic Profit must increase in each of the following three years (the EP goal) to achieve the STI target, and ihe amount by which the
company must exceed the EP goal to realise incentives greater than the STI target. The EP goat for improvement in Economic Profit for fiscal year
2007 to fiscal year 2009 was set in 2006.

Al the start of each Plan Year {year ending 31 March), the Supervisory Board canfirmed the EP goal required to attain the STi target by taking the
company’s gtebal expected improvement in Economic Profit and adjusting for the changes in the company's weighted average cost of capital.

If the company only met part of its EP goal, an equivalent part percentage of the ST target was paid. If the company’s Economic Profit performance
exceeded the EP goal by a predetermined annual amount, the percentage by which the EP goal was exceeded was taken into consideration when
calculating the EP STI bonus for that year.

Percentage Board
ST target as of S.TI. Targe! determined
o participating !
Base salary a % of base in EP multiple or EP Bonus
salary component of frggtloga:ﬂ
EP/IP Plan g

The EP component of the EP/IP Plan had unlimited upside and downside limited to zero, or loss of amounts accumulated fram previous years in the

Bonus Bank.

For any EP Bonus amounts realised in any one year in excess of the ST target:

—one third was considered earned and paid in that year; and

—the remaining two thirds were credited to the Bonus Bank of the executive and subject to being paid out equally in the following two years,
provided that the performance target was met and the executive continued to meet the eligibility standards for additional payments.

(b) Individual Performance component of the EP/IP Plan (IP compongnt)
Senior executives who participated in the EPAP plan also participated in the IP component.

The IP component related participants’ financial rewards to their achieving specific individual objectives that benefited the company and indiractiy
increased shareholder value.

The IP component was based on the participant’s performance rating at the end of the Plan Year and/or when he or she changed roles during the
year. Participants were given a rating based on a raview of which of their individual objectives they achieved and how they achieved them.

Percentage
ST target as of S.TI' Targel Perforrnance
Base salary a % of base pan%mpalmg ra_tmg IP Bonus
salary in P mulnple or
component of fraction
EP/IP Plan

49 James Hardie Annual Report 2008 FINANCIAL STATEMENTS



50 James Hardie Annual Report 2006 FINANCIAL STATEMENTS

# htm ¥ o i R §

Remuneration Report (continued)

James Hardie Industries NV and Subsidiaries

3.2.2 Deferred Bonus Program (both short and long-term
incentive)

Sections 5 and 6 explain the Supervisory Board’s assessment of the EP
cornponent of the EP/IP Plan and the reasons for the one-off Deferred
Bonus Program.

Payments under this plan comprised of a cash payment equal to one
third of the total valug (short-term incentive) and a grant of two year
vesting restricted stock units equal to two thirds of the value (long-term
incentive) in June 2008.

The totai value of cash and restricted stock units under the Deferred
Bonus Program was 75% of the STI target in fiscal year 2008, which
therefore included 75% of the Bonus Bank the senicr executive had
accurnulated for the company’s good perfarmance in fiscal years 2006
and 2007.

Restricted stock units are unfunded and unsecured contractual
entitlements far shares to be issued in the futura. The resiricted stock
units granted in respect of the Deferred Bonus Program vest and
convert into shares on 2 one-for-one basis in two years if the senior
execulive has mainfained a satisfactory level of performance during this
period, subject 1o exceptions based on the reasons for the recipient's
departure and other specified corporate events. Further details of the
restricted stock units and the Deferred Bonus Program are set out in
Section 8 below and in the Notice of Meetings for the 2008 AGM.

The CEO is also a participant in this program and, subject lo
shareholder approval, will receive a grant of restricted stock unils in
August 2008.

3.2.3 Long-term incentives

(a) EP Bonus Banking mechanism under EP/IP Plan

The EP compenent of the EPAIP Plan included a Bonus Banking
mechanism which was treated as a long-term incentive to keep
participants facussed on sustaining Economic Profit performance over
a three year term, If the company missed its EP goal in any given year,
funds were subtracted from the senior executive’s Bonus Bank (if any).

In fiscal year 2008, as a result of the difficult macro economic
conditions facing the US housing market, Bonus Bank amounts accruad
in fiscal years 2006 and 2007 were reduced to zero.

{b) JHI NV Equity Incentive Plan {Option Plan)

To reinforce executives’ alignment with the financial interest of
shareholders, James Hardie provided equity-based long-term
incentives in the form of share eptions under the 2001 JHI NV Equity
Incentive Plan (Option Plan) for all senior executives other than the
Managing Board directors. Award levels were determined based on
the Remuneraticn Committee’s review of local market standards and
the individual’s responsibility, performance and potential to enhance
shargholder value. The award levels were converted to a specific
number of options using the value of the options on the date of grant
based on the Black Scholes option pricing model, with the exercise
price set on that daie.

The options generally vested 25% on the 1st anniversary of the grant,
25% on the 2nd anniversary date and 50% on the 3rd anniversary
date. As the majority of participants are US employees, the company
considered that it was appropriate that these options follow normat and
customary US grant guidelines and had no performance hurdles.

The details of the Option Plan, and other long-term incentive plans with
outstanding equity grants, are set out in section 8 on page 57 of this
annual repart.

(c) Managing Board leng-term incentives under LTIP

In fiscal year 2008, Managing Board directors had a link between their
long-term incentives anc the performance of the company through
options granted under the LTIP. These options are based on two
hurdles: the company’s Total Shareholder Return {TSR) and Return on
Capital Emptoyed (ROCE) performance relative to a peer group, and
vest on the anniversary of the issue date (the third anniversary for
options with a ROCE hurdlg and the fifth anniversary for options with
a TSR hurdle). The total value of the options granted was apportioned
using the Monte Carlo option pricing model, 50:50 between oplions
with ROCE and TSR performance hurdles.

The purpose of the LTIP was to retain and motivate the Managing
Board directors and ensure they make decisions thai represent the best
interests of shareholders as they drive the company's business ferward.
The companies that comprise the peer groups for both types of options
granted under the LTIP are identified on page 58 of this annual report.

ROCE performance hurdle

ROCE is calculated by dividing earnings before interest and taxes by net
capital employed (ie fixed assets plus net working capital). This measures
the efficiency with which capital is bging used to genesate revenue

and earnings and provides for a comparison with peer companies'
management performance in areas over which the company has control.
For the purposes of this calculation, all ROCE components exclude any
amounts paid or provided for by way of coniribution to the AICF (refating
to the company’s voluntary compensation for proven asbesios-related
personal injury and death claims), and any related foreign currency
franslation income or expense.

The number of options that vest will depend cn the company’s ROCE
performance relative 1o the peer group. No options will vest unless
the company has achieved at least the 60th percentile relative to
cemparable companies over the periormance period,

TSA performance hurdle

TSR refers to the total shareholder return of a pser group of comparable
companies in the S&PASX 100. No options will vest unless the company
has achieved at least the 50th percentiie relative to the comparable
companies in the S&P/ASX100 over the performance pariod.




3.3 At Risk components paid in fiscal year 2008

Details of the "At Risk™ compensation including the percentage of the "At Risk” compensation awarded or forfeited in fiscal year 2008 for Managing
Board directors and senior executives are set out below. Equity long-term incentive is not included in the table as it does not start to vest until at

least 12 months after the grant date and it would only be forfeited during that fiscal year in limited circumstances all of which involve the employee
ceasing employment. All amounts shown in this tabls relating to fiscal year 2008 wese paid in Jung 2008.

Short-term cash incentive!

Long-term Bonus Bank ingentive?

Awarded Forfeited Awarded Forfeited
% % % %

Managing Board directars
Louis Gries 78 22 - 100
Russell Chenu 100 - N/A 100
Former Managing Board director
Benjamin Butterdield - 100 - 100
Senior executives
Peter Baker 68 KW - 100
Rabert Cox N/A N/A N/A N/A
Mark Fisher 75 25 - 100
Grant Gustafson 48 52 - 100
Brian Holte a1 49 - 100
Nigel Rigby 75 25 - 100
Joel Rood 40 60 - 100
Former senior execulives
Jamie Chilcoff - 100 - 100
Rabert Russell - 100 - 100

1 Awarded = % of fiscal year 2008 of STI target actually paid. Includes discretionary cash payment under Deferred Bonus Program in June 2008
which, as stated in section 3.2.2 on page 50, is based on ihe 2008 STl target and Bonus Bank amounts irom fiscal years 2006 and 2007.

Forfeited = % of STI target lost.

2 Awarded = % of possible fiscal year 2008 payment from Banus Bank amounts accumulated in fiscal year 2006 and fiscal year 2007 actually paid.

Forfeited = % of possible payment lost.
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3.4 At Risk components payable in future years

Details of the minimum and maximum value of the “At Risk” compensation for fiscal year 2008 that may be paid to Managing Board diseciors and
senior executives over {uture years are set out below. The minimum amount payable is nil in all cases.

Long-term incentive

Long-term incentive

Bonus Bank equity-based
(US dollars) {US dollars)
2009 2010 2009 2010 2011 2012 2013

Managing Board directors®

Louis Gries - -
Russell Chenu - _

755,280 755,280 312,458
114,642 114,642 47,427

Former Managing Board director

Benjamin Butterfield - -

Senior execulives

Peter Baker - - 21,496 12,256 5673
Robert Cox - - - - -
Mark Fisher - - 125,391 71,485 33,005
Grant Gustafson - - 100,313 57,196 26,476
Brian Holte - - 112,852 64,345 29,786
Nige! Righy - - 125,351 71,495 33,095
Joel Rood - - 112,862 64,345 29,786
Former senior executives

Jamie Chilcoff? - - -

Rabert Russell* — —

87,774 50,046 -

1 Represents annual SG&A expense for the aggregate fiscal year 2008 and stock aption award fair market value estimated using the Black-Scholes
(for the senior executives) or Monte Carlo {for the Managing Beard) option-pricing mode! depending on the plan the options were issued under.

2 The Managing Board directors received performance options in FY 2008 (calendar year 2007). Since these are expensed whether or not they ever

vest, they are recorded here.

3 Options granted in fiscal year 2008 expired on 26 May 2008.

4 Under the terms of his separation agreement, all vested options at the time of his separation will expire cn 17 January 2010.

4. NOT AT RISK REMUNERATION IN FISCAL
YEAR 2008

“Mot at Risk” remuneration comprises base salary, non-cash bengfits,
defined contribution retirement plan and superannuation.

4.1 Base salaries

James Hardie provides base salaries to atiract and retain executives
who are critical to the company's long-term success. The base salary
provides a guaranteed level of income that recognises the market value
of the position and internal equities between rales, and the individual's
capability, experience and performance. Base pay for executives is
positoned around the market median and is generally targeted at the
median salary for posilions of similar responsibility in peer groups.
Base salarigs are reviewed each year, although increases io them arg
nat automatic.

4.2 Non-cash benefits

James Hardie's execuiives may receive non-cash benefits such as
medical and life insurance benefits, car allowances, membership of
executive wellness programs, leng service leave and tax services to
prepare their income tax returns if they are required to lodge returns
in multiple countries.

4.3 Retirement Plans/Superannuation

In every country in which it operales, the company offers
employees access to pension, superannuation or individual
retirement savings plans.




5. LINK BETWEEN REMUNERATION POLICY
AND GOMPANY PERFORMANCGE IN FISCAL
YEAR 2008

5.1 Company performance

James Hardie's five-year EBIT in US$ terms (ex asbestos adjustments)
and five-year total shareholder return {including dividends and capital
returns) mapped against changes to US housing starts are shown in the
two graphs below.

Five year EBIT (ex ashestos) growth
(Millions of LS doltars)
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JHX Total Return Index vs US housing starls

D JHX Total Beturn Index D US Housing Starts
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Index Rebased at 31 March 2003

31 March 31 March 31 March 31 March 31 March 31 March
2003 2004 2005 2006 2007 2008

Financial Year End
Graph compiled by Mercer (Australia) Pty Lid using publicly available

data. Note: Mercer {Australia) Pty Ltd provides no opinion on the
veracity of the data.

Note: Past stock performance is not necessarily an indicator of
future performance.

As shown in the table at section 2.1 on page 47 of this annual report,
a significant preportion of the remuneration for the CEQ and senior
executives is “At Risk" remuneration. The company’s remuneration
arsangements aim to ensure a direct link between the performance of
the company 2nd bonuses paid and equity awarded.

In fiscal year 2008, the company was heavily affected by the macro
economic conditions facing the entire housing industry in the United
States. In the US, the housing market deteriorated in afl four quarters
of fiscal year 2008 and the last two quarters of fiscal year 2007, New
housing starts were down 37% from fiscal year 2007 and 55% from
their peak in fiscal year 2006.

[n the face of these conditions, the company’s USA Fibre Cement
business continued to outperform the broader housing market for fiscal
year 2008, with revenue down only 9% and sales volume dawn only
11%. At the same time, in spite of the dramatic downturn in the US
housing market in fiscal year 2008, the USA Fibre Cement business
was still able to hold price and deliver an EBIT margin of 27.4%. The
USA Fibre Gement business still accounted for 82% of total company
profit and 78% of total company sales.

These results were achieved mainly through the successful execution
of the company’s primary demand growth sirategies to achieve further
market penetration at the expense of alternative materials such as
wood and vinyl, driving strenger volume, and its continued success in
introducing kigher margin products (such as the ColorPlus® collection
of products), driving stronger revenue. This out-performance of the
market has existed for a number of years.

5.2 Market effect on remuneération in fiscal year 2008

The EP goal for the EP component of the EP/IP Plan was set in 2006.
The target setting did not anticipate the negativ e US housing market
growth in fiscal 2008. Therefore, the company did not achieve the target
growth in Economic Profit in fiscal year 2008 and no payments were
made under the EP component of the EP/IP Plan.

As a result:

— payments under the corporate component of the short-term incentive
plan were il

— all eligibte employees forfeiled their entire long-term incentive cash
payments accumulated in fiscal years 2006 and 2007,

— all options issued under the cempany’s long-term incentive plans
ended the year substantially below their exercise price; and

— the options issued to Managing Board directors endad the last fiscal
year less likely to vest as the strong performance of comparative
Austraiian companies, in particular resources stacks, was in
stark contrast to the performance of companies exposed 1o the
US housing market.
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6. REVIEW OF EXECUTIVE REMUNERATION

The composition of remunaration is evaluated by the Remuneration
Committee every year to make sure that it continues to achieve the
pbjectives of the remuneration policy. Ghanges to the composition
of remuneraticn and, if applicable, the remuneration policy ilself, are
recommended to the Supervisory Board from time to time.

The Remuneration Commitiee and Supervisory Board reviewed the
company’s performance in relation te its US peers in light of the overall
economic environment and determined that the company had generally
done a superior job of delivering relatively strong results in the current
US housing market.

In particular, the Superviscry Board considered that the company’s
continued out-performance of the market through six consecutive
quarters of deterioration in the US housing market reflected well on
the strategies set and implemented by management.

The Supervisory Board believes that the company’s formal “Al Risk”™
short and long-term ingentive plans were not delivering the objectives
of the remuneration palicy as they did not provide senior executives
with rewards reflecting this performance during fiscal year 2008.

In particular:

— the EP companent of the EP/IP Plan assumed an exlernal growth
ervironment that was predictable;

— the EP comporent of the EP/IP Plan did not recognise or measure
perfarmance that 1ook account of voiatile external market conditions
and declings or growth in US housing starts (uncontrollable external
factors) were bigger determinants in the size of incentive payouts
than the company’s actual performance; and

— the forteiture of the Bonus Bank from pravious years meant the
company had few retention mechanisms in place for its senior
executives at the very time that it was most desirous of retaining
these employges.

Adter carefully assessing the senior executives’ response to and
performance in the exireme market conditions described in section 5.1
above, the Supervisory Board concluded that executives' perfarmance
was of such a standard ihat, in this instance, an exceptional discretionary
bonus was justified, and implemented the Deferred Bonus Program.

To optimise senior executive retentior: and align them with shareholder
interests, only one third of the bonus was paid as cash in June 2008

and two thirds was granted as restricted stock units, also in June 2008,
with a two year vesting period resulting in vesting of shares equal tc the
number of RSUs in June 2010 if the recipient maintains satisfactory level
of performance during this period.

Further details of the Deferred Bonus Program are set out in
section 3.2.2 on page 50 of this annual report,

Befere finalising its fiscal year 2009 executive remuneration
arrangements, the Remuneration Committee and Supervisory Board
asked Towers Perrin and Guerdon Associates to assist them to review
the competitiveness, appropriateness and effectiveness of all aspects
of executive remuneration. Following their reviews, the Remuneration
Committee and Supervisory Board resolved to amend the company'’s
remuneration arrangements for fiscal year 2009 by:

— introducing a new short-term incentive plan focussed on separate
EBIT goals depending on the executive’s divisicn;

— temporarily transferring a pertion of LT target 10 STI target, with this
portion provided in restricted stock units instead of cash; and

— providing a long-term incentive equity grant of performance restricted
stock units that delivers a grant of shares if the company’s three to
five year relative TSR is superior to a peer group of other companies
exposed to the US building matgrials market.

In making these decisions, the Supervisory Board noted ihat if the
EPAP Plan had remained in place during fiscal year 2009, even if
the company continued to outperform the market but the US housing
market deteriorated further, management was unlikely to receive any
payments under the corporate compenent of the EP/AP Plan,

The Remuneration Committee believes that these initiatives respond
approprialely to the substantial amount of uncertainty and volatility in
the US housing market.

The Remuneration Committee is also investigating executive
remungration design alternatives that promise to remain robust and
valid beyond 2009.

The changes to remuneration for fiscal year 2009 are described in
more detail in section 7 cn page 55 of this annual report.




7. REMUNERATION FOR FISCAL YEAR 2009

7.1 GChanges to compensation mix for fiscal year 2009

In order to facus management on dealing with the volatility in the US
market, the Supervisory Board has resolved that 70% of each senior
executive’s LTI target will be transferred to the STI target under the
Executive Incentive Program for fiscal year 2009. This decision alsa
responds to the practical difficulty of setting valid longer-term targets
in & volatile market.

However, to ensure that the longer term interests of shareholders
remain aligned with executives, the enfarged STI target attributable te
the transfer of 70% of the LTI target in fiscal year 2009 will be rewarded
in restricted stock units with a two year vesting period vesting in

June 2011.

The remaining 30% of each senior executive’s LTI target will De based
on the company's relative TSR performance over a three 1o five year
period against a peer group of other companies exposed to the US
building materiats market.

The Supervisory Board considers this transfer of LTI target 1o ST1

1arget to be a one-off reponse to the macro economic conditions faging
the entire housing industry in the United States. It is the intent of the
Supervisory Board to have the senior executive compensation mix
revert back to a greater focus on long-term results once the US housing
market has stabilised.

7.2 Al Risk remuneration for fiseal year 2009

7.2.1 Overview of At Risk companents for fiscal year 2009
Following its review of the existing remuneration plans, the
Remuneration Commitiee and Supervisory Board resolved that the
following At Risk™ incentive plans will be in place for fiscal year 2009:

Duration Plan Name Further Details
Short-Term  Exscutive Incentive Section 7.2.2.1 (z)
Incentive Program below
Individual Performance Section 7.2.2.1 (b)
Plan (IP Plan) below
Long Term  Exscutive Incentive Section 7.1 above and
Incentive Program with vesting Section 7.2.2.1(a) below
deferred for a further
two years
LTIP for senior executives  Section 7.2.2.2 below
and Managing Board

directors with relative
TSR performance hurdles

The EP component of the old EP/IP Plan was spacifically designed

1o reward progressive improvement in the drivers of shareholder

value in an external growth environment that was predictible. The
Supervisery Board and Remuneration Commitiee recognised that the EP
component of the EP/IP Plan was net suitable in times of exceptionat
external market volatility and unpredictability and, on the advice of the
Remuneration Commitiee, terminated this component for fiscal year
2009 and beyond.

Instead, the company has introcuced the new Executive Incentive
Program and IP Plan. Both Managing Board directors and senior
executives will receive equity long-term incentives under the Executive
Incentive Program {with vesting of the restricted stock units deferred
for two years) and the Relative TSR Plar.

7.2.2 Details of At Risk components for fiscal year 2009
7.2.2.1 Short-term incentives

Excluding the one-off allocation of LTI to the Executive Incentive
Program, the STI target for the Managing Board directors and other
senior executives other than the CFQ and EVP-Asia Pacific wilt
conlinue to be allocated 80% towards carporate goals (Executive
Incentive Program) and 20% towards individual goals {IP Pian).

(a) Executive Incentive Program

Change to compensation mix

For the reasons described in Seclion 7.1 above, the ST1 target will be
increased in fiscal year 2009 by transferring 70% of LTI target. This
will enhance senior executive focus on the immediate issues and
opportunities associated with the US housing downlurn, while also
acknowledging ihe difficutty in sefting long-term targets with the market
in its current state.

Any STi payment based on this amount transfesred to the STI target wili,
at the conclusion of fiscal year 2009, be received in restricted stock
units with an additional twe-year vesting period. This will maintain
alignment with longer term shareholder interests and refain strongly
performing senior executives. The remainder of the STI payment will be
paid in full in cash within three months of the end of the fiscal year.

Description

The Executive tncentive Program will reward management based on
performance against EBIT goals adopted at the star! of the fiscal year.
Each EBIT goal for fiscal year 2009 was derived internally based on
the current business environment and outlook. The Audit Committee
reviewed and discussed the EBIT goals with the Remuneration
Commitiee before they were approved by the Supervisory Board.

Participating employees will have one of three EBIT goals, depending
in their function and location:

— US participants will have an EBIT goal based on the EBIT of the
US business in US$. The EBIT goal will be indexed up or down
depending on whether US housing starts increase or decrease;

— Managing Board directors and corporate staff will have an EBIT goal
based on JHI NV's consolidated results in US$, with the US component
calculated and indexed in the same manrier as for US participants; and

— Asig Pacific participants will have an EBIT goal hased on the
performance of the Asia Pacific region.

All other strategic, financial and individual cbjectives will be measured
under the IP Plan.
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Participants may earn between 0% and 200% of their enlarged STI
target, depending on performance. Payments will commence on a
siiding scale paying nil at 70% of the EBIT goal; 100% of STl argel

if the EBIT goal is reached; and extra rewards for out-pericrmance,
capping out at 200% of ST! target it 120% of the EBIT goal is achieved,
based on the payout schedule below:

Executive Incentive Program payout schedule

250
200
150
160

Payout (% of STl target)

<n
o

=

70 80 90 100 110 120 130
Performance (% of EBIT goal)

tn implementing the Executive Incentive Program, the Supervisory
Board had a strong desire o design a plan that would not be overly
punitive or generous due to external factors. It noted that the US
housing market was highly cyclical and currently experigncing a high
level of uncertainty and volatility which made forecasting difficult. Given
these conditians, the Supsrvisory Board proposed to index the EBIT
goal for US participants (and for the US business part of the EBIT goal
for the Managing Board directars and corporate executives) o US
housing starts. The EBIT goal will be adjusted based on the degree
that US housing starts vary from the initial estimate used to set the
EBIT goal.

The Supervisary Board considers this to be appropriate as it protects
the company against windfall payments if housing starts are greater
than anticipated and provides appropriate incentive opportunities if
housing starts are lower than anticipated.

Worked Example

The following example of how the Executive Incentive Program
operates assumes an LTI target of US$1,800,000 and an STI target

of US$900,000 (the CEQ's fiscal year 2009 LTt and STI targsts) and
performance at 110% of EBIT goal. 70% of the LTI target and 80% of
the STl target are tested based on performance under the Executive
Incentive Program. Based on 110% of the EBIT goal, the CEQ would
receive 150% of the STl target, as follows:

- 80% x US$900,000 x 150% = US$1,080,000 to be paid in cash in
May or June 2009.

- 70% x US$1,800,000 x 150% = US$1,890,000 to be settled in RSUs
in May or June 2008, At a value of US$6/share this is equivalent to
315,000 RSUs.

After an additional two year vesting period, when the RSUs vest in
2011, they could be worth:

— 315,000 RSUs x US$4/share = US$1,260,000

— 315,000 RSUs x USS$8/share = US$2,520,000

Value to be
2009 700 | x _ | received as
LTI target ° Payout based | = | year vesting
on performance RSUs
against
2009 EBIT goal Valug to pe
X | 80%2 | x = | received in
STi target
cash

' Being amount of LTI target transferred to STI target under the
Executive Incentive Program.

2 Being amount of STI target under the Executive Ingentive Program.

The main difference betwesn the new Executive Incentive Program
and the old EP/IP Plan is that if housing staris improve soaner than
expected, the EBIT goal will also increase. In addition, unlike the prior
EP/IP Plan, total payouts under the Executive Incentive Program will
be capped.

Further details of the Executive Incentive Program will be contained in
the company’s fiscal year 2009 Remuneration Report,

{b) Individial Performance Plan (IP Plan)

The termination of the EP/IP Plan included the termination of the IP
component of that plan. The new IP Plan iollows the same format

as the old IP component of the EP/IP Plan. The separation of the

old IP component into a separate Plan will allow the Remuneration
Committee to respond to changes in the company’s environment in
the future without terminating both plans. Payments under the IP Plan
will be capped.




7.2.2.2 Long-term incentive

Refative TSR RSUs

The Remuneration Commitiee and Supervisory Board continue to believe that a relative performance measure of total shareholder retum is an
important component of a long-term equity incentive plan.

For fiscal year 2009 the company will replace the ASX100 peer group with  peer group of other companies exposed to the US building materials
markel. The peer group is:

Acuity Brands, Inc Eagle Materials, Inc Headwaters, Inc

Lennox International, Inc Louisiana-Pacific Corp. Martin Marietia Materials, Inc
Masco Corporation MDU Resources Group, Inc Mueller Water Products, Inc
NCI Building Systems, Inc Owens Comning Quanex Building Products Corp.
Sherwin Williams Simpson Manufacturing Co. Texas Indusiries, Inc

Trex usG Valmont Industries

Valspar Corporation Vulcan Materials Watsco, Inc

Each Relative TSR RSU will vest upon satisfaction of performance hurdles described below:

Performance against peer group % of Relative TSR RSUs vested
< 50th Percentile 0%

50th Percentile 33%

51st — 74th Percentile Sliding scale

= 75h Percentile 100%

The performance hurdle will be tested after three years from the grant date and retested at the end of each six month period following the third
anniversary untit the fifth anniversary (with each re-test extending the measurement period by a further six months such that re-testing at the fifth
anniversary will be measured over a five year period). Any RSUs that have not vested after that time will lapse.

This re-testing reflects the fact that the company's share price can be subject to short-term fluctuations relating to public comment and disclosures
on ashestos-related matters by other campanies with asbestos exposures, members of the media and others. In addition, it extends the motivational
potential of the plan from three o five years.

Further details of the Relative TSR RSUs and Relative TSR Plan are set cut in Section 8 below and in the 2008 Notice of Megtings.

7.3 Not At Risk remunreration for fiscal year 2009
Na significant changes 10 “Not at Risk™ remuneration are planned for fiscal year 2009.

8. KEY TERMS OF OUTSTANDING EQUITY GRANTS

2001 JHI NV Equity Incentive
Plan (Option Plan) Annual grants made in December 2001, 2002, 2003, 2004 and 2005, November 2007 and December 2007.

Qft-cycte grants made to senior US executives on 19 Qctober 2001 in exchange for the termination of shadow
stock awards, previously granted in November 1399 and 2000, and {0 new employees in March 2007.

Oifered to Senior executives, not Managing Board directors.

Vesting schedule 25% of options vest on the 1st anniversary of the grant; 25% vest on the 2nd anniversary date and 50% vest on
the 3rd anniversary date.

Expiration dale 10th anniversary of each grant.

2005 Managing Board

Transitional Stock Qplion

Plan (MBTSOP) Granted on 22 November 2005.

Offered to Managing Board directors (CEQ, CFO and Company Secretary and General Counsel).

Performance period 22 November 2005 to 22 November 2008.

Retesting Yes, on the last Business Day of each six month period following the Third Anniversary and before the Fifth
Anniversary.

Exercise period Until November 2015.
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Performance condition

TSR performance hurdle compared to a peer group of companies in the S&P/ASX 200 Index on the grant date

excluding the companies listed in the 200 Financials and 200 Property Trust indices.

Vesting criteria

— 0% of performance rights vest if the company's TSR is below the 50th percentile of the peer group.

- 50% of performance rights vest if the company’s TSR is at the 50th percentile of the peer group.

— Between 50th and 75th percentile, vesting is on a straight line basis with the company’s ranking against the
peer group (+2% for each percentile cver the 50th percentile of the peer group).

— 100% of performanee rights vest if the company's TSR is in at least the 75th percentile of the peer group.

James Hardie Industries
Long Term Incentive Plan

2006 (LTIP) Granted on 21 November 2006 and August 2007.

(Ofiered to Managing Board directors (CEQ, CFO and Company Secretary and General Counsel).

Performance period 3 years to 5 years from the grant date.

Retesiing Yes, for the TSR iranche only, on the last Business Day of each six manth peried fellowing the Third Anniversary
and before the Fifth Anniversary.

Exercise period Untid 5 years from the grani date.

Performance condition

For the ROCE franche:

ROCE performance against the following global peer group of building materials companies in USA, Europe
and Australia specialising in building materials: Boral Limited, Valspar Corporation, Hanson plc, Rinker

Group Limited (2006 grant only), Weyerhaeuser, Lafarge SA, CSR Limited, Cemex SA de CV, Nichihia Corp,
Fletcher Building Limited, Martin Marietta Materials Inc, Saint Gobain, Eagle Materials Inc, Texas Industries,
Wienerberger AG, Lousiana-Pacific Corporation, Florida Rock Industries Inc, GRH ple, USG Corporation, Yulgan
Materials Co and The Siam Cement Pic.

For the TSR lranche:

TSR performance against a peer group of comparable companies in the S&PASX 100 at the time of grant and
excluding financial institutions, insurance companies, property trusts, oil and gas producers and mining companies
and be adjusted lo take into account additions and deletions 1o S&P/ASX 100 during the relevant period.

Vesting crileria

For the ROCE tranche:

— 0% of the optiens vest if the company's ROCE is not at the 60th percentile of the peer group.

— 50% of the options vest if the company’s ROCE is at the 60th percentile of the peer group.

— Between the 60th and 85th percentile, vesting is on a straight line basis with the company’s ranking against
the peer group (+2% for each percentile over the 60th percentile of the peer group).

— 100% of the options vest if the company's performance is in at least the 85th percentile of the peer group.

For the TSR tranche:

— 0% of performance rights vest if the company’s TSR is below the 50th percentile of the peer group.

— 50% of pedormance rights vest if the company's TSR is at the 50th percentile of the peer group.

— Between 50th and 75th percentile, vesting is on a straight line basis with the company’s ranking against the
peer group (+2% for each percentile pver the 50th percentile of the peer group).

— 100% of performance rights vest if the company’s TSR is in at least the 75th percentile of the peer group.

Deferred Bonus Program
(Restricted Stock Units

One-off grant made in June 2008.
Grant to CEO will be made in August 2008 subject to shareholder approval at the 2008 AGM.

(RSUs)

Oifered to Senior executives and CEQ but not other Managing Board directors.
Option Exercise Price il

Vesting schedule 100% vest on the 2nd anniversary of the grant

Expiration date On vesting, the RSUs convert into shares granied on a ong-for-ong basis.

Deiails of equity incentive plans that expired during fiscal year 2008 are provided in Nole 16 to the consolidated financial statements, starting on

page 109 of this annual report.




9. REMUNERATION TABLES FOR MANAGING BOARD DIRECTORS AND SENIOR EXECUTIVES

9.1 Total remuneration for Managing Board directors for the years ended 31 March 2008 and 2007
Details of the remuneration of each Managing Beard director of James Hardie are st out below;

(US doilars) Primary Post-employment  Equity Qther
Relocation
Altowances,
Super- Stock Expairiaie

annuation  Appreciation  Benefits, and
Noncash and 401(k)  Rightsand  Other Non-

Name Base Pay Bonuses' Benefits? Bengfits Options® recurring Severance Total
Managing Board directors

Louis Gries

Fiscalyear 2008 $ 836763 § 659033 $ 143477 § 24741 % 1588941 § 161,380 § - $ 341433
Fiscal year 2007 786,612 1,738,430 7237 14,287 755,110 121,498 — 3488254
Russell Chenu

Fiscal year 2008 712,430 238 851 44032 63,238 223959 133,451 - 1415961
Fiscal year 2007 586,181 200,161 57,628 57,776 101,282 79,849 - 1092877

Former Managing Board director

Benjamin Butterfield?
Fiscal year 2008 168,470 - 61,702 260,028 61,430 335,323 886,953
Fiscal year 2007 322,497 466,516 61,598 13,200 206,351 111,160 - 1,181,322

Toia! Remuneration for Managing Board directors

Fiscal year 2008 $1,717663 § 897884 & 249211 § 87979 § 2072928 § 356261 § 336323 § 5717249
Fiscal year 2007  $1,705290 §$2405107 § 191,543 § 85263 § 1062743 § 312507 § - § 5762453

! Bonuses in respect of each fiscal year are paid in June of the following fiscal year. The amount in fiscal year 2008 includes a!l incenlive amounts
earned in respect of fiscal year 2008 and the cash component of the Deferred Bonus Program. See section 3.2.1 and 3.2.2 for a summary of the
terms of our EP/IP Plan and Deferred Bonus Pragram, respectively.

2 Includes the aggregate amount of all noncash benefits received hy the executive in the year indicated. Examples ¢f noncash benefits that may be
received by our executives include medical and life insurance benefits, car allowances, membership in executive wellness programs and tax services.

3 Options are valued using either the Black-Scholes option-pricing mode! or the Monte Carlo option-pricing method, depending on the plan the options
were issued under, and the fair value of optiens granied are included in compensation during the perfod in which the options vest. For the Bfack-
Scholes model, the weighted average assumptions and weighted average fair value used for grants in fiscal year 2008 were as follows: 5.0% dividend
yield; 30.0% expecied volatility; 3.4% risk free interest rate; 4.4 years of expecied life; and A$1.13 weighted average fair value al grant date. For the
Monte Carlo method, the weighted average assumptions and weighted average fair vatue used for grants in fiscal year 2008 were as follows: 5.0%
dividend yield; 32.1% expected volatility; 4.2% risk free interest rate; and A$3.14 weighted average fair value at grant date. The figures stated here for
Mr Gries include Stock Appreciation Rights. In December 2007, the remaining Stack Appreciation Rights vested and were exercised.

4 Mr Butterfield separated from the company effective 1 October 2007. Severance amount includes lump sum cash payment of US$335,323. In
addition, as part of his severance benefits, Mr Butterfield entered into a two-year consulting agreement, under which he will be paid 2 consulting
fee equivalent to his current annual salary, at the time of his separation, on a monihly basis for up to a period of 24 manths provided that the
consulting agreement is not 1erminated earlier in accordance with its terms.
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9.2 Total remuneration for senior execulives for the years ended 31 March 2008 and 2007
Details of the remuneration of each senior executive of James Hardie are set out below:

{US dollars) Primary Post-employment _ Equity Other
Relocation
Allowances,
Steper- Expatriate
annuation Benefits, and
Noncash angd 401(k) Other Non-
Name Base Pay Bonuses! Benefits? Benefits Options® recurring®  Severance Total
Senior executives
Peter Baker®
Fiscalyear2008 $ 341244 $ 57958 $ 6728 $3712 ¢§ 512% § - $ - % 487938
Fiscal year 2007 N/A N/A N/A N/A N/A N/A N/A N/A
Robert Cox?
Fiscal year 2008 86,538 - 2332 2.077 - 65,502 - 156,449
Fiscal year 2007 N/A N/A N/A N/A N/A N/A N/A N/A
Mark Fisher
Fiscal year 2008 326,510 136,890 25,505 11,958 299,823 - - 800,686
Fiscal year 2007 301,538 346,849 24,044 13,408 295,748 - - 981,587
Grant Gustafson
Fiscal year 2008 313077 82,811 29,4465 12,681 164,951 29,655 - 632,621
Fiscal year 2007 254,808 142,814 18,896 11,619 55,046 104,913 - 588,196
Brian Holte®
Fiscal year 2008 315,000 88,191 36,387 10,177 192,783 71,072 - 713,610
Fiscal year 2007 N/A N/A N/A N/A NfA N/A N/A N/A
Nigel Righy
Fiscal year 2008 326,510 136,890 34307 - 299,823 12418 - 809,948
Fiscal year 2007 301,538 350,488 22,673 - 282,435 - - 957,134
Joel Roods
Fistal year 2008 315,600 69,300 37,827 - 190,408 3879 - 616,414
Fiscal year 2007 N/A N/A N/A N/A N/A N/A N/A N/A
Former senior execulives
Jamie Chilcoff
Fiscal year 2008 299,646 - 41,966 9611 290,804 42 586 - 684,613
Fiscal year 2007 310,961 373,192 44136 12,842 277,998 - - 1,019,129
Robert Russell®
Fiscal year 2008 258,929 - 50,935 13,298 286,294 75,778 83,635 768,869
Fiscal year 2007 301,538 359,235 48,159 13,408 205,748 6,058 — 1024146
Total remuneration for senior executives
Fiscal year 2008 §$ 2582454 § 572040  § 265433 $ 90514 $ 1776182 $ 300,890 $ 83635 3 5671148
Fiscal year 2007 $ 1470383 § 1572678  § 157908 $ 51,277 $1206975 3§ 110,971 $ — $ 4570192

1 Bonuses in respect of each fiscal year are paid in June of the following fiscal year. The amount in fiscal year 2008 includes all incentive amaunts
earned in respect of fiscal year 2008 and the cash component of the Deferred Bonus Program, See section 3.2.1 and 3.2.2 ior a summary of the
terms of our EP/IP Plan and Deferred Bonus Program, respectively.

2 Includes the aggregate amount of all noncash benefits received by the executive in the year indicated. Examples of noncash benefits that may be
received by our executives include medical and life insurance benefits, car allowances, membership in executive wellness programs, long service

leave, and tax services.




% Options are valued using the Black-Scholes madel and the fair value of options granted are included in compensation during the period in which the
options vest. The weighted average assumptions and weighted average fair value used for granis in fiscal year 2008 were as follows: 5.0% dividend
yield; 30.0% expected volatility; 3.4% risk free interest rate; 4.4 vears of expected iife; and A$1.13 weighted average fair value at grant date.

4 QOther non-recurring includes cash paid in lieu of vacation accrued, as permitted under the company’s US vacation policy and California faw.
® Messrs Baker, Holte and Rood were not executives for whom the company reported remuneration in fiscal year 2007,
% Mr Cox joined the company on 14 January 2008 and became 2 member of the Managing Board effective 7 May 2008.

T Mr Chileoft separated from the company effective 25 February 2008. Mr Chilcoff entered into a two-year consulting agreement, under which he
will be paid a consulting fee equivalent to his current annual salary, at the time of his separation, on a monthly basis for up 1o a period of 24
months provided that the consulting agreement is not terminated earlier in accordance with its terms. Mr Chilcoff received cash of US$36,304
as payment for his accrued vacation time and this is recordad as Other Non-Recurring in this table.

? Mr Russell separated from the company effective 18 January 2008, Severance amount includes post-employment consulting fees and health
insurance henefits paid in fiscal year 2008, As part of his separation benefits, Mr Russell enterad into a two-year consulting agreement, under
which he wilt be paid a consulting fee equivalent {o his current annual safary, at the time of his separation, an a monthly basis for up to a period
of 24 months provided that the consulting agreement is not terminated earlier in accordance with its terms. Mr Russelt will also receive heatih
insurance benefits up to 18 months following his separation date. The exercise period for his vested oplicns was extended until the end of his
post-employment consulting agreement with the company. Mr Russell received cash of US$67,726 as payment for his accrued vacation time
and this is recorded as Other Non-Recurring in this table,

9.3 Equity Holdings for the years ended 31 March 2008 and 2007
9.3.1 Options granied to Managing Board direclors

Weighted
Exercise  Holding Totai Value at Valuzat Holding Average
Price at Value at Exercise Lapse at Fair
Grant perright 1 April Grant! per right? perright® 31 March  Value
Name Date {A3) 2007 Granted  {US$) Vested Exercised  (US$)  Llapsed  {US$) 2008 per right*
Managing Board direclors
Louis Gries  190ct01 31321 40174 200874 71,732 200874 160,700 1.98 - - 40174 03571
190ct01 30921 175023 437539 168321 437539 262516 21 - - 175,023 0.3847
17Dec01  5.0586 324,347 324347 137296 324,347 - - - - 324347 04233
3Dec02 64480 325000 325000 210,633 325000 - - - — 325,000 0.5481
5Dec03  7.0500 325,000 325,000 338975 325000 - - - -~ 325000 1.0430
22 Nov 05 8.5300 1,000,000 1,000,000 2,152,500 - - - - - 1,000,000 21525
Z1Nov06 84000 415000 415000 88,100 - - - - - 415000 2.1400
21Nov06 84000 381,000 381,000 1,131,570 - - - - - 381,000 29700
29Aug 07 7.8300 - 445000 965,650 - - - - - 445000 21700
29 Aug 07 7.8300 — 437,000 1,302,260 - - - - — 437,000 2.9800
Russe!l Chenu 22 Feb 05 6.3000 93,000 93,000 107,973 93,000 - - - - 93000 1.1610
22Nov05 85300 90000 90,000 193,725 - - - - - 90,000 21525
21Nov06 84000 65000 65000 139,100 - - - - - 65000 2.1400
21Nov06 84000 60,000 60,000 178200 - - - - - 60,000 29700
29 Aug 07 7.8300 - 60,000 130,200 - - - - - 68,000 21700
29 Aug 07 7.8300 — 60,000 178,800 - - - - - 66,000 2.9800
Former Managing Board director
Benjamin 22Feh 05 63000 180,000 180,000 208980 50,000 90,000 — 90,000 - - 11610
Butterfield 22 Nov (5 8.5300 230,000 230,000 495075 - - - - - 230,000 21525
21 Nov 06  8.4000 — 110,000 235,400 - - - - - 110000 21400
21 Nov06  8.4000 - 101,000 299,970 - - - - -~ 101,000 29700

1 Totat Value at Grant = Weighted Average Fair Value per right multiplied by number of rights granted.
2 \alue at Exercise/right = Value Market Value of a share of the company’s stock at Exercise less the Exercise price per right.
3 Value at Lapse/right = Fair Market Value of a share of the company's stock at Lapse less the Exercise price per right.

4 Weighted Averags Fair Value per right is estimated on the date of grant using the Black-Scholes option-pricing moedel or Monte Carlo option-

pricing method, depending on the plan the optiors were issued under.
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9.3.2 Options granted to senior executives

Weighted
Exercise  Holding Total Value at Valueat Holding Average
Price at Value at Exercise Lapse at Fair
Grant perright 1 April Grant’ per right? per right* 31 March  Value
Name Daie (AS) 2007 Granted  {USS) Vested Fxercised  (US$)  Lapsed  (US§) 2008 per right*
Senior executives
Peter Baker 1Dec05 89000 40000 40000 81,282 20,000 - - - - 40000 20323
21 Nov06 84000 27500 27500 50501 6875 - - - - 27500 18364
10Dec 07 6.3800 — 47619 47157 - - - - - 47619 09903
Mark Fisher  190ct01  3.1321 — 40174 14346 40174 40,174 A - - - 0.3571
190ct01 30921 92113 92113 35436 92,113 - - - - 92113 03847
17Dec01 50586 68283 68283 28904 68283 - - - - 68283 04233
3Dec02 64490 74000 74000 47,959 74,000 - - - - 74000 06481
50ec03 7.0500 132000 132,000 137676 132,000 - - - - 132,000 1.0430
14Dec04 59900 180,000 180,000 183276 180,000 - - - - 180,000 1.0182
tDec05 89000 190,000 190,000 386,137 95000 - - - - 190,000 20323
21Nov06 84000 158,500 158,500 291,069 39625 - - - - 158,500 1.8364
10Dec 07 6.3800 - 277778 275,064 - - - - - 217778 0.9903
Grant 21Nov06 84000 158,500 158,500 291,069 - - - 158,500 1.8364
Gustafson 10Dec 07  6.3800 - 222222 220066 - - - - - 222222 0.9303
BrianHolte 27 Mar 07  8.3500 151,400 151,400 292,187 37,850 - - 151,400 1.9299
10Dec 07 6.3800 —~ 250,000 247575 - - - - - 250,000  0.9903
Migel Righy 17Dec01 50586 20,003 20,003 8,467 20,003 - - - - 20,003 04233
3Dec02 64490 27,000 27000 17499 27,000 - - - - 27,000 06481
50ec03 7.0500 33,000 33000 34419 33,000 - - - - 33,000 1.0430
14Dec 04 59900 180,000 180,000 183276 180,000 - - - — 180,000 1.0182
1Dec05 8.9000 190,000 190,000 386,137 95000 - - - - 190,000 20323
21 Nov06 8.4000 158500 158500 291,069 39,625 - - - — 158500 1.8364
10 Dec 07 6.3800 - 207778 275,084 - - - - — 277,778  0.9903
Joel Rood 13Mar07 89000 146500 146500 292473 36,625 - - 146,500 19964
13Dec 07  6.3800 — 250,000 247575 - - - - — 250,000 0.9903
Former senior executives
Jamie Chileofi 190ct 01 3.1321 - 40174 14346 40174 40174 415 - - - 03571
190ct 0 3.092 - 9213 3543% 92113 92113 418 - - - 0.3847
17Dec 0t 5.0586 - 68283 28904 68283 68,283 2.67 - - - 04233
30ec02 64490 - 111,000 71939 111,000 111,000 161 - - - {06481
14Dec 04 59900 135000 180,000 183276 180,000 45,000 1.96 - - 135000 1.0182
1Dec05 8.9000 190,000 190,000 386,137 95,000 - - 95000 - 95000 20323
21Nov06 84000 158500 158500 291,069 39,625 - - 118875 - 39625 18364
10 Dec 07  6.3800 — 222222 220,066 - - - 222222 - - 08903
Robert Russell 19 0ct 01 3.1321 — 40,174 14346 40174 40174 2.82 - - - 0.3
190ct01  3.0621 - 138170 53154 138170 138,170 3.08 - - - DJ3g47
170ec 01 5.0586 - 68283 28904 68283 68283 0.99 - - - 04233
3Dec02 64400 - 111,000 71,939 111,000 111,000 1.46 - - - 06481
5D0ec03 7.0500 66,000 132000 137676 132000 66,000 0.99 - -~ 66,000 1.0430
140ec04 59900 45000 180,000 183,276 180,000 45000 1.82 - - 135000 1.0182
1Dec05 89000 190,000 190,000 386,137 95000 - - 95,000 - 95000 20323
21Nov(06 84000 158,500 158,500 201,069 39,625 - - 118875 - 39625 1.8364
10Dec 07 6.3800 — 194444 192558 - - - 194444 - - 09903

1 Total Value at Grant = Weighted Average Fair Value per right multiplied by number of rights granted.
2 Value at Exercise/right = Value Market Value of a share of the company's stock at Exercise less the Exercise price per right.
3 Value at Lapsefright = Fair Market Value of a share of the company’s stack at Lapse less the Exercise price per right.

* Weighted Average Fair Value per right is estimated on the date of grani using the Black-Scholes option-pricing model.




9.3.3 Managing Board directors’ relevant interests in JHI NV
Changes in current and former Managing Board directors” relevant interests in JHE NV securities between 1 April 2007 and 31 March 2008 are set

out below:;
CHFS at CUFS at Options at Options granted  Options at 31 March
1 April 2007 31 March 2008 1 Aprit 2007 29 August 2007 2008
Managing Board directors
Louis Gries 127,675 127,675 2,985,544 882,000 3,867 544
Russell Chenu 15,000 20,000 308,000 134,000 442,000
Former Managing Board dirsctor
Options
exercised/forfeited
Benjamin Butterfield - - 621,000 180,000 441,000

9.4 Loans

The company did not grant loans to Managing Board directors or senior executives during fiscal year 2008. There are no loans outstanding to
Managing Board directors or senior executives.

10. EMPLOYMENT CONTRACTS

Remuneration and other terms of employment for the CEO and CFO and certain other senior executives are formalised in employment contracts.
The main elements of these contracts are et out below,

10.1 CEQ’s employment contract

Detaits of the terms of the CEO's employment contract are as follows:

Companenis Details

Length of contract Three year term, commencing 10 February 2005. Term is automatically extended on 9th day of each February
for an additional one year unless either party notifies the other, 90 days in advance oi the automatic renewal
date, that it does not want the term to renew.

Base salary US$850,000 for current year.! Salary reviewed annually in May by the Supervisory Board.

Shont-term incentive

Annual ST target is 100% of annual base salary;

— B0% of this incentive target is based on the company meeting or exceeding pre-determined performance
objectives; and

— 20% of this incentive target is bassd on the CEQ meeting or exceeding personal performance objectives.

The Remuneration Committee recommends the company's and CEQ's performance cbjectives, and the
perfarmance against these objectives, to the Supervisory Board for approval. The CEQ's short-term incentive
was calculated under the EPAP Plan in fiscal year 2008, and will be calculated under the Executive Incentive
Program and IP Plan in fiscal year 2009.

Long-term incentive

Upon the approval of ihe shareholders, stock aplions or other equity incentive will be granted each year.
The recommended number of options or other form of equity lo be granted will be appropriate for this level
of execulive in the US.

Defined Contribution Plan

The CEQ may participate in the US 401(k) defined contribution plan up to the annual IRS limit. The company
will match the CEQ’s contributions into the plan up to the annual IRS limit.

Resignation

The CEQ may cease employment with the company by providing writien notice.

Termination by James Hardie

The company may terminate the CEQ's employment for cause or not for cause. If the company terminates the

emplayment, not for cause, or the CEQ terminates his employment “for good reason” the company will pay

the following:

a. amount equivalent to 1.5 fimes the annual base salary at the time of termination; and

b. amount equivalent to 1.5 times the executive’s Average STI actually paid in up to the previous three fiscal
years as CEO; and

c. continuation of health and medical benefils at the company’s expense for the remaining term of the
agreement and the consulting agreement referenced below.

Post-termination Consulting

The company will reguest the CEO, and the CEQ will agree, to consult to the company upon termination

for @ minimum of wo years, as long as the CEO maintains the company's non-compete and confidentiality
agreements and executes a release of claims following the effective date of termination. Under the consulting
agreement, the CEQ will raceive the annual base salary and annuaf target incentive in exchange for this
consulting and non-compete. Under the terms of equity incentive grants made to the CEO under the MBTSOP
and LTIP: the CEQ's outstanding options witl not expire during any post-termination consulting peried.

1 Actual fiscal year 2008 salary is shown in section 9.1 on page 59 of this annual report.

63 James Hardie Annual Report 2008 FINANCIAL STATEMENTS



64  James Hardie Annual Report 2008 FINANCIAL STATEMENTS

Remuneration Report (continued)

James Hardie Industries NV and Subsidiaries

10.2 CFO's employment coniract

Details of the CFO's employment contract are as follows:

Components Details
Length of contract Fixed period of three years concluding 5 Octeber 2010.
Base salary A$816,000 for current year.! Salary reviewed annually in May by the Supervisgry Board.

Short-term incentive

Annual STI target is 33% of annual base salary based on the CFO meeting or exceeding personal
performance objectives. The CFO does not participate in the Executive Incentive Program, but will in
fiscal year 2009 to the extent that some of the CFO's LTI iarget has been transierred {o ST target under the
Executive Incentive Program.

Long-term incentive

Upon the approval of the shareholders, stock options or other long-term equity with performance hurdles
will be granted each year. The recommended value of equity to be granted will be equivalent 1o at least
US$350,000. If the CFO ceases employment with the company then a pro-rata amount of each tranche of
the CFO's unvested opiions will expire on the date employment ceases, calculated based on ihe formula
D=Cx(A/B}), where A is the number of manths from the date employment ceases io the first testing date, B is
the number of months from the date of grant until the first testing date and C is the total number of options
granted in the relevant tranche. The remaining unvested/unexercised options will continue as if the CFO
remained employed by the company until the first testing date, at which point any options that do not vest at
that time will also lapse.

Superannuation

The company will coniribute 9% of gross salary to the CFO's nominated superannuation fund.

Resignation or Termination

The company or CFO may ceass the CFO's employment with the company by providing three months' notice
in writing.

Redundancy or diminution of role

It the position of CFQ is determined to be redundant or subject to a material diminution in stajus, duties

or responsibility, the company or the CFO may terminate the CFO's employment. The company will pay the
CFO a severance payment equal to the greater of 12 months' pay or the remaining proportion of the term of
the contract.

10.3 Benefits contained in contracts for CEQ and GFO
Employment contracts for the CEQ and CFO also specify the following benefits:

Componenis

Details

International Assignment

The Managing Board directors receive additional benefits due to international assignment; housing
allowance, expatriate Goods and Services allowance, moving and slorage.

Other

Tax Equalisation: The company covers the exira personal tax burden for Managing Board directors based
in The Netherlangds.

Tax Advice: The company will pay the costs of filing income tax returns to the required countries.
Health, Welfare and Vacation Benefits: Eligible to receive all health, welfare and vacation benefits
offered to all US employees or similar benefits. They are also eligible to participate in the company’s
Executive Health and Weltness program.

Business Expenses: Entitled to receive reimbursement for all reasonable and necessary {ravel and other
business expenses they incur or pay for in connection with the performance of their services under their
employment agreements.

Automobile: The company will either purchase or lease an automobile for business and personal use or, in
the alternative, they will be entitled to an automobile equivalent io the level of vehicle they could receive in
the US.

¥ Actual fiscal year 2008 salary is shown in section 9.1 on page 59 of this annual report.




10.4 Senior executives’ employment contracts
Details of employment contracis for senicr executives (other than Brian Holte} are as follows:

Components Details
Length of contract Indefinite.
Base salary Base salary is subject to Remuneration Committee approval and reviewed annually in May for increase

gifective 1 July.

Short-term incentive

An annual ST target is set at a perceniage of the senior exacutive’s salary. The STI target is between 65%
and 25% depending ¢n the individual; for US senior executives, 80% of this STl target is based an the
company meeting or exceeding corporate performance objectives and 20% of this STI target is based on the
US senior executive meeling o7 exceeding personal performance objectives. For Australian senior executives,
this split is 70%—30%.

Long-term incentive

Upon the approval of the Supervisory Board, stock options have been granted each year under the JHI NV
2001 Equity Incentive Plan. It is anticipated that in the future senior executives wil! receive equity granls
under the new plans proposed for fiscal year 2009.

Defined Contribution Plan/

US senior executives may participate in the US 401(k) defined contribution plan up 1o the annual IRS limit.

Superannuation The company will match the senior executive's conlributions into the plan up to the annual IRS limit. For
Australian senior executives, the company will contribute 9% of gross salary 1o the senior executive’s
nominated superannuation fund.

Resignation US senior executives may cease employment with the company by providing 30 days’ written notice. For

Australian senior gxecutives, this period is three months.

Termination by James Hardie

The company may terminate the senior executive’s employment for cause or not for cause.

Post-termination Censulting

Depending on the US senior executive’s individual contract, and the reasons for termination, the company
may request the senior executive, and the senior executive will agree, to consult to the company for two
years upon termination, as fong as they sign and comply with 1) a consulting agreement, which will require
them to maintain non-compets and confidentiality obligations to the company, and 2} a release of claims in a
form acceptable to the company. In exchange for the consulting agreement, the company shall pay the senior
execulive’s annual base satary as of the termination date for each year of consulting.

Other

Health, Welfare and Vacation Benefits: US senior executives are gligible to receive all health, welfare
and vacation benefits offered to all other US employaes. The US senior executives are also eligible to
participate in the company’s Executive Health and Wellness program.

Business Expenses: The senior executives are entitled to receive reimbursement for all reasonable

and necessary travel and other business expenses incurred ar paid in cannection with the perfarmance of
services under their employment.

Automahbile: For US senior executives, the company will eithar lease an automobile for business and
personal use by the senior executive, or, in the alternative, the senior executive will be entitled to an
autornodile lease allowance not to exceed US$750 per month.

International Assignment

Senior executives who are on assignment in countries other than their own receive additional bengfits which
may include tax equalisation payment and tax advice, a car in the country they are assigned to, and financial
assistance with hausing, maving and storage.

Brian Holte does not have such a written employment agreement, dut receives Sharl-term incentive, Long-
term incentive, Defined Contribution Plan and Other benefits as outlined above,
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11. REMUNERATION FOR
SUPERVISORY BOARD

Fees paid to Supervisory Board directors are determined by the
Supervisory Board, with the advice of external remuneration advisors,
within the maximum total amount approved by ihe shareholders from
time to time. The current aggregate fee pool of US$1,500,000 was
approved by shareholders in 2006.

Independent experts in Australia and the United States benchmark
Supervisory Board directors’ remuneration against peer companies,
taking into consideration the level of fees paid to board members
of companies with similar size, complexity of operations and
responsibilities; and workload requirements of board members.

Board fees are not paid to Managing Board directors since the
responsibilities of board membership are considered in determining the
remungration provided as part of their normal employment conditions.

11.1 Remuneration structure

Supervisory Board directors are paid a base fee for service on the
James Hardie Boards. Additional fees are paid to the position of
Chairman, Deputy Chairman and Board Committee Chairmen, The fees
paid in fiscal 2008, and payable in fiscal 2009, are:

(US dollars)

Role Fiscal 2008 Figscal 2009

Chairman $300,000° $215,000
$215,0002

Deputy Chairman $175,000 $175,000

Board Member $100,000 $120,000

Audit Commitiee Chair $20,000 $20,000

Remuneration ot $10,000 $10,000

Nominating and

Governance

Commitiee Chair

1To 31 January 2008

2 From 1 February 2008

Following the commencement of proceedings by ASIC against the
cormpany and some of its former officers and directors, the company
formed a Special Matter Commitiee to deal with issues refated to the
proceedings. Directors who attended meetings of the Special Matter
Committee received fees of US$1,000 per meeting in addition to their
base fee. The Special Matter Committee met once in fiscal year 2008.

As the focus of the Supervisory Board is on the long-term direction
and well-being of James Hardie, there is no direct link between
Supervisory Board directors' remuneration and the short-term results
of the campany,

No Supervisery Board director has bsen granted options or
performance rights.

11.2 Supervisory Board Share Plan

Under the Supervisory Board Share Plan 2006 (SBSP), Supervisory
Board directors can elect to receive some of their annual fees in JHI NV
shares. The SBSP was last approved at the 2007 AGM for a period of
three years.

I fiscal year 2008, Supervisory Board directors teok US$50,000 of
their gross base fees in JHI NV shares under the SBSP. other than
Messrs DeFosset and Hammes who, pro rata during the time they were
Chairman, ook US$100,000 (33'/,% of gross Chairman’s fees) and
US$107,500 (50% of gross Chairman's fees) in JHI NV shares. Dufch
taxes were deducted before the JHI NV shares were purchased.

JHE NV shares received under the SBSP can be either issued or
acquired on market. Where shares are issued, the price is the average of
the market closing prices at which the shares were quoted on the ASX
during the five business days preceding the day of issue. Where the
shares are acquired on market, the price is the purchase price.

The SBSP does not include a performance condition because the
amounts applied t¢ acquire shares under the SBSP are from the annual
fees earned by the Supervisory Board directors.

11.3 Board Accumulation Policy

In fiscal year 2008, the Supervisory Board reviewed ard confirmed

its Board policy that Supervisory Board directors should accumutate

a minimum of 1.5 times (and two times for the Chairman) their total
base remuneration (excluding Board Committee fees} in JHI NV sharss
(either personally, in the name of their spouse, or through a personal
superannuation or pension plan) within the six year period from the
later of August 2006 or their appointment.

The palicy had previously been described as requiring that Supervisory
Board directors shou!d accumulate three fimes their annual cash
remuneration, although this was when each director had agreed to
receive 50% of their direclor's fees in JHE NV shares under the SBSP. To
eliminate inconsistency under the policy, for instance if ane Superviscry
Board director elected to change the amount of director's fees received
in JHI NV shares, it was agreed that the policy should revert to its
original formulation of 1.5 times {and two times for the Chairman)
directors’ total base remuneration {excluding Board Committee faes).

Ta recognise the potential for share price fluctuations to have an
impact on the funds required to be committed and the different faxation
positions of individual directors, no Supervisory Board director will

be required to apply more than 50% of the cash component of their
fees, on a post-tax basis, over a six year period, loward satisfying

this requirement.

11.4 Director Retirement Benefits

In July 2002, the company discontinued a retirament plan that entitled
some former Supervisory Board directors to receive, upon their
termination for any reason other than misconduct, an amount equal to a
muttiple of up to five fimes their average annual fees for the three year
period pricr o their retirement. Two former Supervisory Board directors,
Ms Hellicar and Mr Brown, were entitled to receive payments pursuant
to this plan, respectively in the gross amount of US$833,979 and
U§$307,658. These amounts were paid in fiscal year 2008.

No other Supervisary Board directors retain any benefits under this plan.




11.5 Total remuneration for Supervisory Board directors for the years ended 31 March 2008 and 2007

(US dollars) Primary Equity  Post-employment
Directors' JHI NV
Name Fees’ Stock? Superannuation® QOther Bengfits* Total

Supervisory Board directors
Michaet Hammes®

Fiscal year 2008 % 60,636 § 59583 $ - $ 3192 $ 12341
Fiscat year 2007 16,247 - - 2888 18,135
Donatd McGauchie®

Fiscal year 2008 136,000 50,000 - 3192 189,162
Fiscal year 2007 96,071 - 5,402 2,888 108,361
Brian Anderson®

Fiscal year 2008 71,000 50,000 - 3192 124,192
Fiscal year 2007 33,685 - - 2,888 36,573
David Andrews®

Fiscal year 2008 30,782 29,167 - 3192 63,141
Fiscal year 2007 N/A N/A N/A N/A N/A
Don DeFosset

Fiscal year 2008 175,863 91,667 - 27,394 294,924
Fiscal year 2007 32,959 - - 2,888 35,847
James Loudon®

Fiscal year 2008 101,000 - - 3,192 104,192
Fiscal year 2007 87,584 - - 2,888 90472
Rudy van der Meer

Fiscal year 2008 51,000 50,000 - - 101,000
Fiscal year 2007 17,247 - - - 17,247
Catherine Walter®

Fiscal year 2008 37,500 37,500 - 3,192 78,192
Fiscal year 2007 N/A N/A N/A N/A N/A

Former Supervisory Board directors
John Barr5.9

Fiscal year 2008 59,352 50,000 - 3192 112544
Fiscal year 2007 92,929 20,000 - 2,888 115,817
Total remuneration for Supervisory Board directors

Fiscal year 2008 $ 723133 $ 117917 $ - $ 49738 $ 1,190,788
Fiscal year 2007 $ 376,722 $§ 20,000 $ 9402 § 17328 § 423452

1 Amount includes base, Chairman, Depuly Chairman and Commiltee Chairman and Special Matter Committee attendance fees.

2 The actual amount spent by each Supervisory Board member was determined atter deducting appticable Dutch taxes from this amount as Dulch
tax law does not allow acquisition of shares out of pre-tax income. The number of JHI NV shares acquired was determined by dividing the amount
of participation in the SBSP by the market purchase price.

3 Mr McGauchie ceased making voluntary superannuation contributions in the first quarter of fiscal year 2008.

* (ther Benefits includas the cost of non-executive directors' fiszal compliance in The Netherlands. For Mr DeFosset it also includes, for the period
he was Chairman, office costs, the personal use of a company laptop and PDA phone. Gertain prior year amounts have been restated to conform
with the current year presentation,

5 The company pays for expenses related to Supervisory Board spousal fravel to accompany directors 1o up to one Board meeting per year. In fiscal
year 2008, the company paid US$15,984, US$16,331, US$21,865 and US$18,163 tor spousal travel for Messrs Hammes, McGauchie, Anderson
and Barr, respectively. In fiscal year 2007, the company paid US$9,493 related to spousal travel for Mr McGauchie.

 Mr Andrews was appointed to the company’s Joint and Supervisory Boards effective 1 September 2007.

T Mr Loudon did not participate in the SBSP in fiscal year 2008. However, on 14 March 2008, he bought 6,300 JH! NV shares on market, which was
equivalent to the value of JHI NV shares he would have received if he had participated in the SBSP.

® Mrs Walter was appeinted to the Joint and Supervisary Boards effective 1 July 2007 and was re-elected for a three-year term on 17 August 2007.

® Mr Barr resigned from the company’s Joint and Supervisory Boards effective 31 March 2008.
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11.6 Supervisory Board directors’ relevant interests in JHI NV
Changes in Supervisory Board directors’ relevant interests in JHI NV securifies between 1 April 2007 and 31 March 2008 are set out below:

Number of
Shares/CUFS
Number of al date of Shares/CUFS Number of
Shares/CUFS becoming On marke! at Dateof  Shares/CUFS at
At 1 April 2007 Director Purchases SBSP*  resignation 31 March 2008
Supervisory Board directors
Michael Hammes - - 9.000? 6,859 N/A 15,859
Brian Anderson - - - 6,124 N/A 6,124
David Andrews N/A - - 3,903¢ N/A 3,903
Don DeFosset 15,5007 - - 10,377 N/A 25,877
James Loudon 6,355 - 6,3004 - N/A 12,655
Donald McGauchie 9,569 - - 5,803 N/A 15,3725
Rudy van der Meer - - - 4410 N/A 4410
Cathering Walter N/A 6,375° - 5,032 N/A 11,407
Former Supervisory Board director
John Bars 24 4777 7,667 32,144

1 All shares purchased under SBSP were acquired on 14 March 2008 at a price of A$5.7352.

2 Held as ADRs.

? Held as ADRs.

* Acquired on 14 March 2008 at a price of A$5.7368 in the name of HSBC Nominees and held of behaf of the James R H Loudon.
% 6,000 shares held for the McGauchie Superannuation Fund.

® 6,375 shares held for the Walter Super Fund.

7 1,651 shares were acquired under the SBSP on 26 March 2007 at a price of A%8.50. 21,000 shares held for the J & M Barr Trust.
® Held for the Andrews Revocable Trust.

Only Supervisory Board directors are entitled to participate in the SBSP.




12. DUTCH CORPORATE GOVERNANCE CODE

Under the Dutch Code {the Dutch Code) on Corporate Governance
published by the Duich Corporate Governance Commitiee {the
Tabaksblat Committee) in 2003, listed Dutch companies are obliged

to explain their corporate governance structure in a separate section

of their annual report. The corporate governance section of this repor
states that where the company has not completely applied the best
practice provisions of the Outch Code relating to remuneration matters,
such information will be provided in this repon.

Best Practice Provision 11.2.5 of the Duich Code provides that neither
the exercise price nor the other conditions regarding options granted
to Managing Board directors may be modified during the term of the
options, except as prompled by structural changes relating to shares

or the company in accordance with established market practice. James
Hardie may modify the term of the options as specified in the LTIP or
employment agresment with a Managing Board director upan depariure
of the employee of ether circumstances described in the LTIP.

Best Practice Provision 11.2.7 of the Dutch Code provides that a
severance paymeni to a Managing Board director shall not exceed one
time the amount of the fixed salary. In contracts with Managing Board
directors, the severance payments are agreed upon on an individual
basis, taking into account home country practice and the Managing
Board director's specific situation, provided that a severance payment
cannot exceed the limits set out in the Australian Corporations Act
(2001) unless approved by shareholders. Consistent with Mr Gries'
prior employment agreement when he acted as the company’s Chief
Operating Officer, Mr Gries' current contract specifies that in the event
of a termination without cause or far good reason, he will receive 1.5
times his annual base salary and 1.5 times his average annual honus in
addition to a two-year consulting contract, as long as he maintains the
company's non-compete and confidentiality agreements.

Best Practice Provision 11.2.12 of the Dutch Code provides that,

if a Managing Board director or former direclor is paid a special
remuneration or a severance payment, this is accounted for. We did
not pay any special remuneration to any Managing Board directors,
although Mr B Butterfield, a iormer Managing Board director and
Company Secretary, was paid a severance payment of US$335,323 in
financial year 2008 and has received a two-year consulting agreement.

Best Practice Provision 11).7.1 of the Dutch Code provides that
members of the Supervisory Board shall not be granted shares by way
of remuneration. Although our members of the Supervisory Board are
not granted shares by way of remuneration, the guideline contained

in the Stock Accumulation Policy provides guidance that they should
accumulate a minimum of 1.5 times their annual base board fees

in share ownership within the six year period from the date of their
appointment as a Supervisory Board director. We beligve this practice is
to the benefit of the company and is common practice in Australia and
the United States.

This report is made in accordance with a resolution of the members of the Joint Board.

Tkt Y Koo

Chairman
Supervisory and Joint Boards

Signed Amsterdam, The Metherlands, 27 June 2008

L Gries
Chief Executive Officer and
Chaieman, Managing Board
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These Corporate Governance Principles contain an overview of

our corparate governance framework, and were devetoped and
approved by the Nominating and Governance Committee and, on its
recommendation, adopied by the Joint, Supervisery and Managing
Beards in May 2008.

These Gorporate Governance Principles, as well as our Articles of
Association, Board and Board Committee charters and key company
policies, as updated from time to time, are available from the Investor
Relations area of our website {www.jameshardie.com) or by requesting
a printed copy from the Company Secretary at the company's head
office at Atrium, 8th Floor, Strawinskylaan 3077, 1077ZX Amsterdam,
The Neiherlands.

1. CORPORATE GOVERNANCE
AT JAMES HARDIE

As a trans-national organisation, James Hardie operales under the
regulatory requirements of numerous jurisdictions and organisations,
including the Dutch Awthority Financial Markets, the ASX, ASIC, the
NYSE, the US SEC and various other rule-making bodies.

We believe it is importani that our behaviour reflects the spirit, as well
as the letter, of the law and we aim to govern the company in a way
thal meets or exceeds appropriate community expectations. James
Hardie's corporate governance framework is reviewed regularly and
updated as appropriate to reflect what we believe are our and our
stakeholders' interests, changes in law and current best practices. Last
year, the Nominating and Governance Committee and Supervisory
Board conducted a review of our corporate governance struciure and
practices. We have considered the regulatory requirements and current
best practices in The Netherlands, Australia and the United Stales and,
where these vary across ihese jurisdictions, we have adopted what we
consider to be the standards most appropriate to James Hardie.

Our corporate governance framework incorporates a number of
processes and policies designed to provide the Joint, Supervisory
and Managing Boards {the Boards) with appropriate assurance about
the operations and governance of the company and thereby protect
shareholder value. Further details oi these processes and policies are
set out in this repor.

2. BOARD STRUCTURE

2.1 THREE BOARDS

James Hardie has a multi-tiered board structure, which is consistent
with Dutch corporate law. This structure consists of a Joint Board,

a Supervisory Board and a Managing Board. The Joint Board is
comprised of afl ron-executive directors and our CEO and is therefore
the equivalent of a full board of directors of a company in the United
States or Australia.

The responsibilities of our Boards and Board Committees are
formalised in charters. Our Asticles of Association and these

charters reserve certain matters to one or more Boards and/or Board
Cormmitiees. This division of duties facilitates the Supervisory and Joint
Boards providing stralegic guidance to the Managing Board as well as
providing appropriale supervision of the Managing Board's activities.
Apart from the matters specifically resesved to the Joint or Supervisory
Board or ong of the Board Committees, or any matters the Supervisory
Board determines reguire its approval, the Managing Board has the
autharity to manage the company, During the fiscal year the Boards
reviewed this division of duties with the assistance of an external
advisor and made ng changes.

In discharging its duties, each Board aims to take into account the
interests of James Hardie, its enterprise (including the interests of its
employees), shareholders, other stakehalders and all other parties
involved in or with James Hardie.

2.2 SUPERVISORY BOARD

The Supervisory Board includes only non-gxecuttive directors and
must have at least two members, or a higher number as determined
by the Supervisory Board. Supervisory Board directors are appointed
by our shareholders at the Annual General Meeting (AGM), or by

the Supervisory Board if there is a vacancy. The Supervisory Board
and our shareholders have the right to nominate candidates for the
Supervisory Board. Supervisory Board directors may be dismissed by
our shareholders at the AGM.

In discharging their duties, Supervisory Board directors are provided
with direct access to senior executives and ouiside advisors and
auditors, The Supervisory Board, Board Commitiees and individual
directors may all seek independent professional advice at the company’s
expense for the proper performance of their duties.




The Supervisory Board supervises and provides advice to the Managing
Board, and is responsible for, amongst other matters:

- nominating Managing Board directors for election by shareholders;

— appointing and removing the CEQ and the Chairman of the
Managing Board;

— approving Managing Board decisions relating 1o specified matters or
above agreed thresholds;

- approving the strategic plan and annual budget proposed by the
Managing Board;

- approving the annual financial accounts;
— supervising the policy and actions pursued by the Managing Board;

— supervising the general course of affairs of James Hardie and the
business enterprise it aperates; and

— approving issues of new shares.

2.3 MANAGING BOARD

The Managing Board inctudes only execulive directors and must have
at least two members, or sugh higher number as determined by the
Supervisory Board. The Managing Board directors are appointed by our
shareholders at our AGM. The Supervisory Board may appoint interim
officers to the Managing Board if there is a vacancy on the Managing
Board. The Supervisory Board and our shareholders may nominate
candidates for the Managing Board.

The Supervisory Board appoints one Managing Board director as ils
Chairman and cne member as its CEQ. The Supervisory Board has
appointed our current CEQ to chair the Managing Board.

Managing Board directors may be dismissed by our shareholders at the
AGM and may be suspended at any time by the Supervisory Board.

The Managing Board is accountable to the Supervisory Board, the
Joint Board and to the AGM ior the performance of its duties, and is
responsible for the day-to-day management of the company, including:

— administering the company’s general affairs, operations and finance;

— preparing a straiegic plan and budget setting out operational and
financial objectives, implementation strategy and parameters for
the company for the next three years, for approval by the Joint and
Supervisory Boards;

— ensuring the implementation of the company’s strategic plan;

~ preparing quarterly and annual accounts, management reports and
media releases;

- monitoring the company’s compliance with all relevant legislation and
requiations and managing the risks associated with the company’s
activities;

— reporting and discussing the company’s internal risk ranagement
and cantrol systerns with the Supervisory Board and the Audit
Committee; and

- representing, entering into and performing agreements on behalf of
the company.

2.4 JOINT BOARD

The Joini Board consists of between three and twelve members as
determined by the Supervisory Board's Chairman, or & greater number
as determined by our shareholders at the AGM. The Joint Board
includes all of the Supervisory Board directors as well as our CEQ.

The Joint Board is allocated specific tasks under the Articles of
Association, but is primarily a forum for communications between the
Managing Board and Supervisory Board. it is responsible for:

— supervising the general course of affairs of James Hardie;
— approving declaration of gividends;

— approving any share buy-back programs and cancelling the shares
bought back;

- approving issues of new shares;

— approving any significant changes in the identity or nature of the
company;

- approving the strategy set by the Managing Board;
- monitoring company perfgrmance; angd
- maintaining effective external disclosure policies and procedures.

The core responsibility of the Joint Board is to oversee the general
course of affairs of the company by exercising business judgment in
the best interests oi the company and its stzkeholders.

3. OPERATION OF THE BOARD

3.1 BOARD MEETINGS

The Joint Board and Supervisory Board generally meet concurrently,

at least five times a year or whznever the Chairman or two or more
members have requested a meeting. Joint Board and Supervisory
Board meetings are generally held at the company’s offices in The
Netherlands, but may be held elsewhere. Al each physical meeting,

the Supervisory Board meets in executive session without management
present for at least part of the meeting. The Joint and Supervisory
Boards may also pass resolutions by written consent.

The Managing Boar¢ generally meets at least monthly and the majority
of its meetings are held at the company's offices in The Netherlands.
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The number of Board and Board Committee meetings held, and each director’s atiendance during ihe year, is set out below:

Attendance at Board and Board Committee meetings during the year ended 31 March 2008

BOARD BOARD COMMITTEE
Nominating
and

Name Joint Supervisory iManaging Audit Remuneration Governance

Al B2 A B A B A B A B A B
Supervisory and Joint Board directors
Director
Brian Anderson 11 108 1 10 - - - - - —
David Andrews 5 $ 5 4 — - - - 2 2 2 1
John Barr* 1 10® 11 10 - - - - 6 6 4 3
Don DeFosset 11 il il 11 - - - - - - - -
Michael Hammes 11 108 il 1P - - 4 4 - - - -
James Loudon 11 108 1 10 - - 7 7 6 i - -
Donald McGauchie 11 108 1 108 - - - - 6 5 4 4
Rudy van der Meer 11 g 11 ¢ - - - - - - 4 4
Catherine Walles 7 7 7 7 - ~ 4 - - _ _
Managing Board directors
Louis Gries 11 11 - - 24 24 - - - — — —
Russell Chenu - - - - 24 24 - - - - - -
Former Managing Board director
Benjamin Butterfield - - - - 9 7 - — - — - -

' Number of meetings held during the periad the director was a member of the Board and/or Board Committee.

2 Number of meetings attended during the period the director was a member of the Board and/or Board Compmittee.
3 Non attendance refers to a telephonic meeting of the Joint and Supervisory Boards.

4 John Barr retired as a Joint and Supervisory Beard direclor eifective 3t March 2008.

3.2 DIRECTOR QUALIFICATIONS

Directors have skills, qualifications, experience and expertise which
assist the Boards o fulfil their responsibilities, and assist the company
to create shareholder value. The skills, qualifications, experience and
relevant expertise of each director, and his or her term of appeintment,
are summarised on pages 24-26 of this annual report and also appear
in the Investor Relations area of qur website (www.jameshardie.com).

Directors must be able o devote a sufficient amount of time ta prepare
{or, and effectively participate in, Board and Board Committee meetings.
The Nominating and Governance Committee reviews the other
commitments of Supervisory Board members each year.

3.3 SUCCESSION PLANNING

The Supervisory Board, together with the Nominating and Governance
Committee, has developed, and periodically revises with the CEQ,
management succession plans, policies and procedures for our GEQ
and other senior executives.

Joint and Supervisory Board renewal has been a priority for the
Supervisory Board and Nominating and Govemance Commiitee
during recent years. A number of new directors have been appointed
since the finalisation of the long-term asbestos compensaticn
arrangements. These directors were appointed because they brought
skills and experience to the Supervisory Board that the Nominating
and Governance Committee believed were required to help achieve
the desired profile for the Supervisory Board.

The desired profile of the Supervisory and Managing Boards is
discussed regularly. The matters considered include the Supervisory
Board's assessment of its needs and whether the current Board
directors, and their current number, mix of skills, qualifications,
experience, expertise and geographic location are appropriate to
maximise the Supervisory Board's eifectiveness.

During the last year, the Supervisory Board determined that a smaller
Supervisary Board was more appropriate to the operations of the
company and resolved 10 reduce the size of the Supervisory Board

to seven members following the previously announced retirements

of Messrs Barr, Loudon and DeFosset and the appoiniment of

Mr D Harrison. The last of these changes will iake effect on August 31
when Mr DeFosset's retirement takes effect.

3.4 RETIREMENT AND TENURE POLICY

The company has adopted the recommendation of the Dutch Corporate
Governance Code {the Dutch Code} limiting fenure of Supervisory
Board directors to 12 years, unless the Supervisory Board determines
that it woutd be in the best inierests of the company for the director to
serve longer than this period. None of our current Supervisory Board
directors has served for mare than 12 years.

There is no tenure policy for Managing Board directors. However, the
performance of Managing Board direclors is assessed annually.




3.5 BOARD EVALUATION

The Nominating and Governance Committee supervises the
Board evaluation process and makes recommendations 1o the
Supervisory Board.

During the year, a purpose-designed survey was used {o assess the
operation of the Supervisory Board and each Board Committeg, and
the results were reviewed and discussed by the Nominating and
Governance Commitiee and the Supervisory Board. The Chairman
discussed with each Supervisory Board director, and the Deputy
Chairman discussed with the Chatrman, his or her performance and
contribution to the effectiveness of the Joint and Supervisory Boards,
Every two to three years, the Joint and Supervisory Boards will engage
an external facilitator to assist in this process to provide an outside
perspective on their effectiveness. The next such review is scheduled
for fiscal year 2009.

The Nominating and Governance Committee and the Supervisory
Board annually discuss, without Managing Board directors present, the
performance of the CEQ, the other Managing Board directors and the
Managing Board as a corporate body and the Chairman provides that
feedback to the CEQ. The CEO uses that feedback as part of the annual
review of the other Managing Board directors.

3.6 DIRECTOR RE-ELECTION

No director (other than the CEQ} shall hold office for a continuous
period of more than three years, or past the end of the third AGM
following his or her appointment, whichever is longer, without
submitting him or herself for re-election. A person appointed to the
Boards to fill a vacancy must submit him or herself for re-election
at the next AGM.

Directors are nat automatically nominated for re-election at the end

of their three-year term. Nomination for re-election is based on their
individual performance and the company's needs. The Nominating and
Governance Committee and the Supervisory Board discuss in detail
the performance of each director dug to stand for re-election at the
next AGM before deciding whether to recommend their re-glection.

The CEQ is not required to stand for re-election as a Managing

Board director as long as the individual remains as the CEQ. This is a
departure from the Bes! Practice Provisions of the Dutch Codg, but the
company beligves it is appropriate as it supports the continuity

of management performance.

3.7 INDEPENDENCE

The campany requires the majority af directors an the Supervisory
and Joint Boards and Board Committees, as well as the Chairman of
the Joint and Supervisory Boards to be independent, unless a greater
number is required to be independent under the rules and regulations
of ASX, the NYSE or any other segulatory body,

Each year the Supervisory Board, together with the Nominating and
Governance Committee, assesses each Supervisory Board director and
their respanses to a lengthy questionnaire containing matters refevant
to his or her independence according to the rules and regulations

of the Dutch Code, the NYSE and SEC as well as the ASX Corporate
Governance Council recommendations. Following this assessment, the
Supervisory Board has determined that each Supervisory Board director
i$ independent.

All directors are expectad to bring their independent views and
judgment to the Boards and Board Committees and must declare any
potential or actual conflicts of interest.

The Supervisory Board has not set materiality thresholds for assessing
independence and considers all relationships on a case-by-case basis,
considering the accounting standards’ approach to materiality and ihie
rules and regulations of the applicable exchange or regulatory body.

The Supervisory Board considered the following specific matters prior
to defermining that each Supervisory Board director was independent:

— Donald McGauchie is Chairman of Telstra, Australia’s leading
felecommunications company, from whom the company purchases
communications serviges;

— Brian Anderson is a director of Pulte Homes, a home builder in the
United States. Pulte Homes does nct buy any James Hardie products
directly from James Hardie, although it does buy James Hardie
products through the company's customers; and

- Rudy van der Meer is a Member of the Supervisory Board of ING
Bank Nederland N.V. and ING Verzekeringen (Insurance) Nederland
NV, Entities in the ING Group provide financial services io the
company. n each case those entities were providing these services to
the company at the same or lower volumes prior to Mr van der Meer
becoming a Supervisory Board director.

Any transactions mentioned abave were in accordance with arms length
and normal terms and conditions and were not material to any of the
companies listed above or to James Hardie. Each of these relationships
were in existence and disclosed before the person in question became a
Supervisory Board director. It is not considered that these directors had
any influence aver these transactions.

3.8 ORIENTATION

The company has an arientation program for new directors. The program
includes an overview of the company’s governance arrangements and
directors’ duties in The Netherlands, the United States and Australia;

plant and market tours to impart relevant industry knowledge; briefings
on the company’s risk management and control framework, financial
results and key risks and issues; and meeting the CEQ and members of
senior management. New directors are provided with orientation materials
including relevant corparate documents and policies.

3.9 BOARD CONTINUING DEVELOPMENT

The company operates within a complex geographica! and regulatory
framework. The Nominating and Governance Committes has

adopted a yearly timetable for continuing developrment to build the
Supervisory Board's understanding of the company's operations and
regulatory environment, inctuding updates on topical developments.
The fraining is coardinated by the Company Secretary and time is
set aside at each physical Joint and Supervisory Board meeting for
continuing development.
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3.10 LETTER OF APPOINTMENT

Each incoming director of the Supervisory and Managing Boards
receives a letter of appointment setting out the key terms and conditions
of his or her appointment and the Company’s expectations of them in
that role.

3.11 CHAIRMAN

The Supervisory Board appoints one of its members as the Chairman
and that person also becomes the Chairman of the Joint Board.

The Chairman must be an independent, non-executive director. The
Chairman appoints the Deputy Chairman.

The Chairman co-ordinates the Supervisory Board's duties and
responsibilities and acts as the main contact with the Managing Board.
The Chairman:

— provides leadership to the Joint and Supervisory Boards;
— chairs Joint and Supervisory Board and shareholder meetings;
— facilitates Joint and Supervisory Board discussion; and

— monitors, evaluates and assesses the perfarmance of the company’s
Boards and Board Committees.

The Chairman may not be the Chairman cf the Remuneration or Audit
Committeg. The Chairman also may not be the CEO, other than in
exceptional circumstances and/or for a short period of time.

The current Chairman is Mr Hammes and the current Deputy Chairman
is Mr McGauchie.

3.12 REMUNERATION

A detailed description of the company's remuneration policies for
directors and executives, and the link to performance, is set out in the
Remuneration Report within the Directors’ Report on pages 46-68 of
this annual report.

3.13 INDEMNIFICATION

Our Articles of Association provide for an indemnification of any person
who is {or keep indemnified any person who was) a Board director

or ona of our employees, officers or agents, who suffers any loss as

a result of any action in connection with their service to us, provided
they acted in good aith in carrying out their duties and in a manner
they reasonably believed to be in our interest. This indemnification will
generally not be available if the person seeking indemnitication acted
with gross negtigence or wiliul misconduct in performing their duties.
A court in which an action is brought may, however, determine that
indemnification is appropriate nonetheless.

The company and some of its subsidiaries have provided Deeds
of Access, Insurance and Indemnity to Board directors and senior
executives who are officers or directors of the company or its
subsidiaries. The indemnities provided are consistent with the
Articles of Association and relevant laws.

3.14 EVALUATION OF MANAGEMENT

At Ieast once a year, the CEQ, Remuneration Commitiee and the
Supervisory Board review the perfarmance of each member of the
Senior Leadership Team against agreed performance measures. This
discussion is separate from anc occurs at a meeting different from the
discussion on management successicn planning. The CEQ uses this
feedback 1o assist in the annual review of the Senior Leadership Team.
This process was followed during the fiscal year.

3.15 INFORMATION FOR THE BOARD

Joint and Supervisory Board directors receive timely and necessary
information te atlow them to fultil their duties, including access

{0 senior executives if required. The Nominating and Governance
Committee periodically reviews ihe format, timeliness and content of
information provided to the Joint and Supervisory Boards.

The Joint and Supervisory Boards have regular discussions with the
Managing Board on the company's strategy and performance, including
two sessions every year where they spend an entire day discussing

the company’s sirategy and progress. The Boards have also scheduled
an annual calendar of topics to be covered to assist them to property
discharge all of their responsibilities.

The Supervisory Board receives and reviews the minutes of meetings
of each Board Committee’s deliberations and findings and the minutes
of each Managing Board maeting, in addition to receiving cral reports
from each Board Committee Chairman. Supervisory Beard direclors
receive a copy of all Board Committee papers for physical meetings
and all minutes for all Board Committee meetings and may attend any
Board Committee meeting, whether or not ihey are members of the
Board Commitiee,

4. BOARD COMMITTEES

The Board Committees are all committees of the Supervisory Board
and comprise the Audit Committee, the Nominating and Governance
Committee and the Remuneration Committee. Each Board Committee
reviewed and updated il charier during the year. The charters are
available from the Investor Relations avea of our website (www.
jameshardie.comy).

Each Board Commiltee meets at feast quarterly and has scheduled
an annual calendar of meeting and discussion topics 1o assist it to
properly discharge all of its responsibilities.

The Supervisory Board may alsoe form ad hoc commiltees from time to
time. Over the course of the last fiscal year, a Special Matter Committee
met ance in retatian to ihe company's response to the progceedings
brought by ASIC.




4.1 AUDIT COMMITTEE

The Audit Committee oversees the adequacy and effectiveness of the
company’'s accounting and financial policies and controls. The key
aspects of the terms of reference followed by our Audit Commiitee are
set out in this report. The Audit Committee meets at least quarterly in
a separate executive session with the External and Internal Auditor.

Currently, the members of the Audit Committee are Mr Anderson
(Chairman), Mr Loudon and Mrs Watter. Mr Hammes was a member
until 31 January 2008 when he was appointed Chairman of the Joint
and Supervisory Boards. It is expected that Mr Harrison will join the
Audit Committee in August 2008.

All members of the Audit Committee must be financialty literate and
must have sufficien business, industry and financial expertise to aci
effectively as members of the Audit Committee. At least one member
of the Audit Committee shall be an “audit committee financial expert”
as determined by the Nominating and Governance Committee and the
Supervisory Board in accordance with the SEC rules. These may be
the same person. The Nominating and Governance Gommitiee and the
Supervisory Board have determined that Messrs Anderson and Loudon
are “audit committee financial experts”. It is expected that Mr Harrison
will alsa be nominated as an “audit commitiee financial expert”, once
he joins the Audit Commiitee in August 2008.

Under the NYSE listing standards that apply to US companies, it a
member of an audit committee simulaneously serves on the audit
committees of more than three public companies, the listed company’s
board must determine that such simuttaneous service will not impair
the ability of this member 1o effectively serve on the listed company's
audit committee. Although the company is not bound by this provision,
it follows it voluntarily. Mr Andersan serves on the audit commitiees

of three public companies in addition to our Audit Committes. The
Supervisory Board has determined that such simultaneous service doss
not impair his ability to effectively serve on our Audit Committee.

The Audit Committee provides advice and assistance 1o the Supervisery
Board in fulfilling its responsibilities and, amongst other matters:

—gverseeing the company’s financial reperting process and reports on
the results of its aclivities to the Supervisory Board;

— reviewing with management and the External Auditor the company’s
annual and quarterly financial statements and reporis to shareholders;

— discussing earnings refeases as well as information and earnings
guidance provided to analysts;

— reviewing and assessing the company’s risk management policies and
procedures;

— having general aversight of the appointment and pravision of all
external audit services to the company and the company's internal
audit function;

— reviewing the adequacy and effectiveness of the company’s internal
campliance and contro! procedures;

— reviewing the company's compliance with legal and regulaiory
requirements; and

— establishing procedures for complaints regarding accounting, internal
accounting controls and auditing matters, including any complaints
from whistleblowers,

Conflicts of interest

The Audit Commiitee oversees the company'’s Code of Business
Conduct and Ethics policy and other business-related contlict of
interest issues as they arise.

Reporting
The Audit Committee will inform the Supervisary Board of any
general issues that arise with respect to the quality or integrity of the

- company's financial statements, the company’s compliance with legal

or requlatory requirements, the company’s risk management systems,
the performance and independence of the External Auditor, or the
performance of the internal audit function.

4.2 NOMINATING AND GOVERNANGE COMMITTEE
The Nominating and Governance Commitiee is respansible for:

— identifying individuals qualified to become Managing Board or
Supervisory Board directors;

— recommending to the Supervisory Board candidates for the
Managing Board or Supervisory Board {to be appointed by
shargholders at the AGMY);

— averseeing the evaluation of the Supervisory and Managing Boards
and senior management;

— assessing the independence of each Supervisory Board director;
— operation of the AIM and AGM; and

— perfarming a leadership role in shaping the company's corporate
governance policies.

The current members of the Nominating and Governance Committee
are Mr McGauchie (Chairman}, Mr van der Meer and Mr Andrews.
Mr Barr was a member of the Nominating and Governance Committee
throughout the year, until his resignation as a director effective on

31 March 2008,

4.3 REMUNERATION COMMITTEE

The Remuneration Committee oversees the company's averall
remuneration structure, policies and programs; assesses whether the
¢ompany's remuneration structure establishes appropriate incentives for
managemeni and employees; and approves any significant changes in
the company's remuneration siructure, policies and programs. It also;

— administers and makes recommendations on the company’s incentive
compensation and eguity-based remuneration plans;

— reviews ihe remuneration of Supervisory Board directors;
— reviews the remuneration policy for Managing Board directors; and

- makes recommendations 1o the Supervisory Board on the company's
recruitment, retention and termination policies and procedures for
senior management.
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Members of the Remuneration Committes must qualify as “non-
employee directors” for the purposes of Rule 16b-3 under the Securities
Exchange Act of 1934, as amended, and "outside directors” for the
purposes of Section 162(m} of the US Internal Revenue Code.

Fusther details on the role of the Remuneration Commitlee are disclosed
in the Remuneration Report within the Directors’ Report on pages
4668 of this annual report.

The current members of the Remuneration Committee are Mr Andrews
{Chairman}), Mr Loudon, Mr Harrison and Mr McGauchie. Mr Barr was
Chairman of the Remuneration Commitiee until 1 February 2008 and a
member of the Remuneration Committee throughout the year, until his
resignation as a director effective 31 March 2008.

5. POLICIES AND PROCESSES

As set out at the start of this repart, we have a number of policies
that address key aspects of our corporate governance. Qur key
policies cover:

— Code of Business Conduct and Ethics;

- Ethics Hetling,

— Continuous Disclosure and Market Communication; and
— Insider Trading.

Copies of all these policies are available in the Investor Relations area
of our website {(www.jameshardie.com).

5.1 CODE OF BUSINESS CONDUCT AND ETHICS

We seek to maintain high standards of integrity and we are committed
to ensuring that James Hardie conducts its business in accordance with
high standards of ethical behaviour. We require our employees 1o comply
with the spiril and the letter of all laws and other statutory requirements
governing the conduct of James Hardie's activities in each country in
which we operate. Qur Code of Business Conduct and Ethics applies to
all of our employees and directors. The Code of Business Conduct and
Ethics covers many aspects of company policy that govern compliance
with legal and other responsibilities to stakeholders. Alt directors and
company employees worldwide are reminded annually of the existence
of the Code and requested to confirm that they have read it.

5.2 ETHICS HOTLINE

Our Gode of Business Conduct and Ethics policy provides employees
with advice about whom they should contact if they have information
or questions regarding violations of the policy. James Hardie has a
telephone Ethics Hotline operated by an independent external provider
which allows employees to report anonymously any concerns. Alt
company employees wortdwide are reminded annually of the existence
of the Ethics hotline. During the last year, any complaints made

to the Ethics hotline were reported directly to the Chairmen of the
Audit Committee and Supervisory Board as well as to appropriate
senior management.

Interested parties who have a concern about James Hardie's conduct,
including accounting, internal accounting controls or audit matters,
may communicate directly with our Chairman (or Presiding Director

for NYSE purposes), our Deputy Chairman, our Supervisory Board
direclors as a group, the Chairman of the Audit Committee or our Audit
Committee. Such communications may be confidential or anonymous,
and may be submitied in writing to our Company Secretary at the
company’s head office at Atrium, 8th Fioor, Strawinkylaan 3077, 10772X
Amsterdam, Netherlands or submitied by phone at +31 203 012 986. All
such concerns will be iorwarded to the appropriate Supervisory Board
directors for their review, and will be simultaneously reviewed and
addressed by our General Counsel in the same way thal other conceins
are addressed by us. Our Code of Business Conduct and Ethics, which
i discussed above, prohibits any employee from refaliating or taking
any adverse action against anyone for raising or helping to resolve an
integrity concern.

5.3 CONTINUOUS DISCLOSURE AND MARKET
COMMUNICATION

We strive 1o comply with all relevant disclosure laws and listing rules in
Australia (ASX and ASIC), the United States {SEC and NYSE) and The
Netherlands (AFM).

QOur Continuous Disclosure and Market Communication Policy aims to
ensure that investors can easily understand James Hardie's stralegies,
assess {he quality of its management and examine its financial position
and the strength of its growth prospects, and that the company
complies with all of its legal disclosure obligations.

The Managing Board is respensible for ensuring the company complies
with our continuous disclosure obligations. A Oisclosure Committee
comprised of the Managing Board and the VP Investor Relations

is responsible for all decisions regarding our markel disclosure
obligations outside of the company’s narmal financial reporting
calendar. For our quarterly and annual results releases, the Managing
Board is supported by the Financial Statements Disclosure Comrmittes,
which provides assurance regarding our compliance with reporting
processes and controls. The Managing Board discusses with the

Audit Committee any issues arising out of meetings of the Financial
Statements Disclosure Committes that impact on the quarterly and
annual results releases. The Neminating and Governance Committee
reviewed and updaied the Continuous Disclosure and Market
Communication policy during the fiscal year.




5.4 SHARE TRADING

All company employees and directors are subject to our Insider Trading
Policy. Company employees and direclors may only buy or sell the
company's securilies within four weeks beginning two days after the
announcement of quarterly or full year resulis, provided they are not in
possession of price sensitive information.

There are additional restrictions on trading for designated senior
employees and directors, including a requirement that they receive
prios clearance from the company's compliance officer before trading
or pledging their shares by taking out a margin loan over them, and
a general prohibition on hedging or selling for short-swing profit
any shares or options. Company employees who are not designated
employees may hedge vested options or shares, provided they notify
the company.

The Managing Board recognises that it is the individual responsibility
of each James Hardie director and employee to ensure he or she
complies with the spirit and the letter of insider trading taws and that
notification to the compliance officer in no way implies approval of any
transaction. The Nominating and Governance Committes reviewed and
updated the Insider Trading Policy during the fiscal year.

5.5 SHARE BUY-BACK

The company conducted an on-market buy-back during the fiscal year.
The Nominating and Governance Commitiee adopted 4 set of disctosure
protocols during the year to reinforce its existing disclosure policies
while any on-market buy-tiack is current.

6. RISK MANAGEMENT

6.1 OVERALL RESPONSIBILITY

The Audit Committee has oversight of the company's risk management
policies, procedures and controls. The Audit Committee reviews,
monilors and discusses these matters with the Managing Beard.

The Audit Commitiee and Managing Board report periodically to

the Supervisory Board on the company's risk management policies,
processes and conirols.

The Audit Committee is supported in its oversight role by the policies
put in place by the Managing Board to aversee and manage material
business risks, as well as the roles played by the Risk Management
Committee {described in detail below) and internal and external audit
functions. The internal and external audit functions are separate from
and independent of each other and each has a direct line of reporting to
the Audit Committee.

6.2 OBJECTIVE

The company considers that a sound framework of risk management
policies, procedures and contrals produces a system of risk oversight,
risk management and intemal cantrol that is fundamental to good
corporate governance and creation of shareholder value. The objective

of the company’s risk management policies, procedures and contrals
is to ensure that:

~ our risk management systems are effective;
— our principal strategic, operational and financial risks are identified;
— effective systems are in place to monitor and manage risks; and

— reparting systems, intesnal controls and arrangements for manitoring
compliance with taws and regulations are adequate.

6.3 POLICIES FOR MANAGEMENT OF MATERIAL

BUSINESS RISKS

Management has put in place a number of key policies, processes and
independent controls to provide assurance as 1o the integrity of our
systems of infernaf controd and risk management. In addition 1o the
measures described elsewhere in this report, a summary of the more
significant policies, pracesses or cantrols adopted by the company for
aversight and management of material business risks are:

— an Enterprise Risk Management process, which involves
identilying and then developing contingency plans for the key risks
facing the company and its assumptions in its three year strategic
plans and beyond;

—a plarning process involving the preparation of three-year strategic
plans and a rolling 12 month forecast;

- annual budgeting and monthly reporting to monitor performance;
— maintaining an appropriate insurance progiam;

- maintaining policies and procedures in relation to treasury
operalions, inctuding the use of financiat derivatives;

— issuing and revising standards and procedures in relation to
environmental and health and safety matters;

— implementing and maintaining fraining programs in relation to legal
issues such as trade practices/antitrust, trade secrecy, and intellectual
properiy protection;

~ issuing procedures requiring significant capital and recurring
expenditure to be approved at the appropriate levels; and

— documenting detailed accouniing policies, procedures and guidance
for the group in a single group finance manual.

A summary of these policies, processes and contrals is available in the
Investor Relations area of our website {www.jameshardie.com).

DBuring the fiscal year, the Audit Commitiee, and through it the
Supervisory and Joint Boards, received a number of reports on the
operation and effectiveness of these policies, processes and conirols,
including progress of the Enterprise Risk Management process and
management's assessment of the effectiveness of that process in
managing the company's material business risks.
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6.4 RISK MANAGEMENT COMMITTEE

The Risk Management Commitiee, which reviews and maonitors the
risks facing the company, is the primary management forum for risk
assessment and management in the company. Ouring the last year,
the company formally documented the role of the Risk Management
Committee in the Risk Management Commitieg charter, The Risk
Management Commitiee comprises a cross-functional group of
employees and reports both to the Managing Board and Audit
Commistee on the procedures in place for identifying, monitoring,
managing and reparting on the principal strategic, operational and
financial risks facing the company. The Risk Management Committee
also oversees the company's Enterprise Risk Managemant process.

6.5 INTERNAL AUDIT

During the last year, the company appointed a Direclor of Internal Audit
to head an internal audit department. The Audit Committee approved

an Internal Audit Charter setting out the independence of the internal
audit department, its scope of work, responsibilities and audit plan. The
internal audit department’s workplan is approved annually by the Audit
Committee. The Director of Internal Audit reports to the Chairman of the
Audit Committes and meets with the Audit Committee and Supervisory
Board in executive sessions on a quarterly basis.

6.6 EXTERNAL AUDIT
The External Auditar reviews each quarterly and hali—year resulis
announcement and audits the full year resulis.

The External Auditor attends each meeting of the Audit Committee,
inctuding an exacutive session where only members of the Audit
Committee and Supervisory Board directors are present.

The Audit Commiitee has approved palicies to ensure that al! non-audit
services performed by the External Auditor, including the amouni of fees
payable for those services, receive prior approval.

On 2 April 2008 James Hardie announced the engagement of Ernst
& Young as external auditor for the James Haidie group for the year
commencing 1 April 2008.

The selection of Ernst & Young follows a decision of the Company’s
Audit Committee and Supervisory Board in December 2007 to
undertake a competitive tender process for the provision of external
audit services to the James Hardie group. Following a comprehensive
{ender and review process of major accounting firms with the
capabilities of undertaking the Company’s audit, overseen by the

Audit Committee and a special commitiee of management, the Audit
Committee made a recommendation to the Supervisory Board and Ernst
& Young was appointed as external auditor for the year commencing

1 April 2008. PricewaterhouseCoopers LLP which had been James
Hardie's externat auditor far over 30 years has been responsible for the
performance of the audit for the year ending 31 March 2008.

6.7 CEO AND CFO CERTIFICATION OF FINANCIAL REPORTS
Under SEC rules and the company’s internal conirol arrangements,

our CEO and CFO provide certain cerifications with respect to our

full year financial statements, disclosure conirols and procedures and
internal controls over financial reporting. These certifications are more
comgrehensive and detailed than those required under the Corporations
Act and are considered appropriate given that the company reports in
accordance with US GAAP.

The Managing Board in turn receives quarterly assurance from the
Financial Statements Disclosure Committee relating to the company’s
disclosure controls and procedures and internal controls over
financial reporting. This assurance is supported by written quarterly
and annual sub-certifications from the General Managers and Chief
Financial Ofiicers of each business unit, the Director Treasury and
the Corporate Controller and the annual certifications from the Senior
Leadership Team.

6.8 INTERNAL CONTROLS AND S0X 404

Each fiscal year, the members of the Senior Leadership Team, and key
members of the company's business and corporate functions, complete
an internal control certificate that seeks to confirm that adequate internal
centrols are in place and are operating effectively, and evaluate any
failings and weaknesses.

6.9 MANAGEMENT’S ANNUAL REPORT ON INTERNAL
CONTROL OVER FINANCIAL REPORTING

Qur management is responsible for establishing 2nd maintaining
adequate internal control over financial reporting as defined in Rule
13a-15(f) of the Exchange Act. Because of its inherent limitations,
internal control over financial reporting may not prevent or detect all
misstatements. Also, projections of any evaluation of effectiveness
{o future periods are subject to the risk thai controls may become
inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

We assessed the effectiveness of our internal control over financial
reporting as of 31 March 2008. In making this assessment, we used the
criteria set forth by the Committee of Sponsoring Organisations of the
Treadway Commission in Infernal Control — Integrated Framework. Based
on our assessment using those criteria, we concluded that our internal
control over financial reporting was effective as of 31 March 2008.

The effectiveness of our internal control over financial reporting as oi
31 March 2008 has baen audited by PricewaterhouseCoopers LLP, an
independent registered public accounting firm, as stated in their report
which appears on page 82 of this annual report.




6.10 STATEMENT ON RISK MANAGEMENT AND CONTROL
James Hardie has designed its internal risk management and control
systems to provide reasonable {but not absolute) assurance to ensure
compliance with regulatory matters and to saleguard reliability of

the financial reporting and its disclosures. Having assessed our
internal risk management and contral systems, the Managing Board
believes that:

- the risk management and control systems provide reasonable
assurance that this annual report dees not contain any material
inaccuracies; and

— no material failings in the risk management and control systems
were discovered in our fiscal year 2008,

This statement is not a statement in accordance with the requirements
oi Section 404 of the US Sarbanes-Oxley Act. Our analysis of our
internal risk management and control systems for purposes of the
Dutch Code is different from the report that we are required to prepare
in the United States pursuant to Section 404 of the Sarbanes-Oxley Act.

6.11 LIMITATIONS OF CONTROL SYSTEMS

Despite the steps outlined above, our management does not expect that
our internal risk management and control systems will prevent or detect
all error and all fraud. No matter how well it is designed and operated,
a conlrol system can provide only reasonable, not absolute, assurance
that the control system’s objectives will be met.

The design of a contro! system must reflect the fact that there are
resource constraints, and the benefits of controls must be considered
relative to their costs. Further, because of the inherent limitations in

all control systems, no evaluation of ¢ontrals can provide absolute
assurance that misstaternents due to error or fraud will not ocour or
that all control issues and instances of fraud, if any, within the company
have been detected.

These inherent fimitations include the realities that judgments in
decision-making can be faulty and that breakdowns can occur because
of simple error or mistake. Controls can also be circumvented by the
individua! acts of some persons, by collusion of two or more people,
or by management override of the controls. The design of any system
of controts is based in part on certain assumptions about the likelihood
of future events, and there can be ng assurance that any design

will sueseed in achieving its stated goals under all potential futuie
conditions. Projections of any evaluation of controls' effectiveness io
future periods are subject to risks. Over time, controls may become
inadequate because of changes in conditions or deterioration in the
degree of compliance with policies or procedures.

7. SHAREHOLDERS' PARTICIPATION

7.1 LISTING INFORMATION

James Hardie is a public limited liability company (naamloze
vennootschap) incorporated under Dutch law. James Hardie securities
trade as CUFS on the ASX and as ADRs on the NYSE.

7.2 ANNUAL INFORMATION MEETING (AIM)

Recognising that most sharehotders wilt not be able to attend the AGM
in The Netheriands, we conduct an AIM in Australia 50 shareholders
can review items of business and other matters that will be considered
and voted on at the AGM.

We distribute with the Notice of Megtings a question form which
shareholders can use to submit questions in advance of the AIM.
Sharehalders can also ask questions relevant to the business of the
meefing during the AIM.

For those shareholders unable to attend, the AIM is broadcast live
over the internet in the Investor Relations area of the website at www.
jameshardie.com. The webcast remains on the company’s website

50 it can be replayed later i required. Beginning for the 2008 AIM,
shareholders will be able to appoint representatives o atiend the AlM
on their behalf and ask questions.

The External Auditor attends the AIM by tetephane and is available to
answer questions.

7.3 AGM
The AGM is held in The Netherlands within seven days of the AlM.
Each shareholder (other than ADR holders) has the right lo:

— attend the AGM either in person or by proxy;
— speak at the AGM; and

-— exercise voting rights, subject to the provisions of our Articles of
Association.

While ADR holders cannot vote directly, ADR holders can direct the
voling of their underlying shares through the ADR depository.
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7.4 COMMUNICATION
We are committed 1o communicating effectively with our shareholders,
through a program that includes:

— making management briefings and presentations accessible via a live
webcast and/or telecanference following the release of quarterly and
annual results;

- audio webcasts of other management briefings and webcasts of the
shareholder AIM;

—a comprehensive Investor Relations website that displays all
company &nnouncements and notices as scon as they have been
cleared by the ASX, as well as all major management and investor
road show presentations;

- site visits and briefings on strateqy for invesiment analysts;

— an email alert service to advise shareholders and other interested
parties of announcements and other events; and

— equality of access for shareholders and investment analysts to
briefings, presentations and meetings and equality of media access to
the company, an a reasonable basis.

7.5 INVESTOR WEBSITE

We have a dedicated section on corporate governance as part of

the Inveslor Relations area of our website (www.jameshardie.com).
Information on this section of the website is progressively updated and
expanded to ensure it presents the most wp-1o-date information on our
corporate governance structure. Except where stated, the contents of the
website are not incorporated into this annual report.

8. COMPLIANCE WITH CORPORATE
GOVERNANCE REQUIREMENTS

8.1 DUTCH CORPORATE GOVERNANCE CODE

Under the Dutch Code, listed Dutch companies are obliged to explain
their corporate gavernance structure in a separate section of their
annual repori. Listed Dutch companies must indicate expressly to what
extent they apply the best practice provisions of the Dutch Code and,
if they do not, why and to what extent they do not apply them.

The Dutch Code applies to James Hardie because it is a Dutch

public limited tiability company. Not applying a specific best practice

provision is not in itself considered objectionable by the Dulch Gode,
and may well be justified because of particular circumstances relevant
to James Hardie.

James Hardie's corporate governance structure and compliance with
the Dutch Code are the joint responsibility of the Managing Board and
the Supervisory Board, which are accountabile for this 1o shargholders
at the AGM.

James Hardie complies with almost all of the principles and best
practice provisions of the Dutch Code. In accordance with the
requirements of ihe Dutch Code, this document describes instances
where James Hardie does not fully comply with the letter of a principle
or best practice provision in the Dutch Code and the reasons why.
Where these instances relate 1o the remuneration of Supervisory, Joint
or Managing Board directars they are described in the Remuneration
Report on pages 46-68 of this annual report.

8.2 ASX PRINCIPLES AND RECOMMENDATIONS

Under the Corporate Governance Principles and Recommendations
published by the ASX Corporate Governance Council, listed

Australian companies are encouraged to comply with the Principles
and Recommendations {ASX Corporate Governance Council
Recommendations). A second edition of the ASX Corporate Governance
Council Recommendations was published in August 2007 and applies
for reporting periods starting from 1 January 2008. Except where
otherwise stated, the company has complied with the revised edition of
the ASX Corporate Governance Council Recommendations for the entire
period described in this annual report.

For the benefit of Australian holders, the Investor Relations area
of our website (www.jameshardie.com) contains more detail about
the ways in which we comply with the ASX Corporate Governance
Council Recommendations.

8.3 NYSE CORPORATE GOVERNANCE RULES

In accordance with the NYSE corporate governance standards, listed
companies that are foreign private issuers (which includes James
Hardie} are permitted to follow home-country practice in lieu of the
provisions of the corparate governance rules contained in Section 303A
of the Listed Company Manual, except that foreign private issuers are
required to comply with Section 303A.06, Section 303A.11 and Section
303A.12(b) and {c}, each of which is discussed below.

Section 303A.06 requires that all listed companies have an Audit
Committee that satisfies the requiremenis of Rule 10A-3 under the
Securiiies Exchange Act of 1934, as amended.

Section 303A.11 provides that lisied foreign private issuers must
disclose any significant ways in which their corporale governance
practices differ from those followed by US companies under the NYSE
listing standards.

Section 303A.12{b) provides that each listed company’s CEQ must
promptly notify the NYSE in writing after any executive officer of the
listed company becomes aware of any material nan-campliance with
any applicable provisions of this Section 3034, Section 303A.12(c)
provides that each listed company must submit a written affirmation
annuaily to the NYSE about its compliance with the NYSE's corporate
governance listing standards and a written interim affirmation {o

the NYSE upon the occurrence of certain specified changes to the
Audit Committee.




James Hardie presently complies with the mandatary NYSE liséing
standards and many of the non-cgmpulsory standards including, for
example, the reguirement that a majority of our directors meet the
independence requiremnents of the NYSE. In accordance with Section
303A.11, we disclose in this report, and in our anaual report on
Farm 20-F that is filed with the SEC, any significant ways in which
our cosporate governance practices differ from those followed by US
companies under the NYSE listing standards. Our annual report on
Form 20-F is avaitable from the Investor Relations area of our website
{www.jameshardie.com) or from our corporate offices, the addresses
of which are shown on page 125 of this annual report,

Two ways in which our corporate governance practices differ
significantly from those followed by US domestic companies under
NYSE listing standards should be noted:

—In the US, an audit committee of a public company is required to
be directly responsible for appointing the company's independant
registered public accounting firm. Under Dutch law, the independent
registered public accounting firm is appeinted by the shareholders or,
in the absence of such an appoiniment, by the Supervisory Board and
then the Managing Board; and

— NYSE rules require each issuer to have an audit committes, a
compensation committee (equivalent {o a remuneration commitiee)
and a nominating committee composed entirely of independent
directors. As a foreign privaie issuer, we do not have to comply
with this requirement, In our case, the charters of our Board
Committees reflect Australian and Dutch practices, in that we have
a majority of independent directors on these committees, unless a
higher number is mandatory. Notwithstanding this difference, our
Supervisory Board has determined that all of the current members
of our Audit Committee, Remuneration Committes and Nominating
and Governance Committee presently qualify as independent in
accordance wiih the rules and regulations of the SEC and the NYSE.

8.4 ANTI-TAKEOVER PROTECTIONS AND CONTROL OVER
THE COMPANY

The company is not formally subject to the takeaver laws that apply

to listed companies incorporated in Australia or in The Netherlands.
Article 49 of our Articles of Association has been incorporated to
provide shareholders with similar protections in the event of a potential
change of control to those provided to shareholders in Australian listed
companies under the Australian Corperations Act. The purpose of
Article 49 is to ensure that;

- the acquisition of control over CUFS or shares takes place in an
efficient, competitive and informed market;

~ each shareholder and CUFS holder and the Managing Board, Joint
Board and Supervisory Boaid:

i.  know the identity of any person who proposes to acquire a
substantial interest in the company;

ii. are given reasonable time to consider a proposal to acquire a
substantial interest in the company; and

iii. are given gnough information to assess the merits of a prapasal
to acquire a substantial interest in the company; and

—as far as practicable, ihe shareholders and CUFS holders all have
a reasonable and equal opportunity to parficipate in any benefiis
accruing though a proposal to acquire a substantial interest in
the campany.

Anticle 47.7 of our Articles of Assaciation permits the company to fake
actiens against any shareholder who is in breach of Article 49 of the
Articles of Association including ordering the shareholder to divest all
or part of his or her shares held in breach of Article 49 of the Ariicles of
Association; to disregard the exercise by a shareholder of all or part of
the voting rights attached to his or her shases if the right to vote is hetd
in breach of Article 49 of the Articles of Association; or suspend such
shareholder from the right to receive all or part of the dividends or other
distributions arising from the shares.

Article 49.9 of the Articles of Association permits the company to take
ihe actions specified in Article 43.7 afier receiving advice from a senior
Austratian fega! practitioner that a breach of the Articles of Association
has occurred. Article 49.10 of the Articles of Assaciation permits the
company io take such action on a temporary basis of up to 21 days
before oblaining advice from a senior Australian legal practitioner.
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ACCOUNTING FIRM

James Hardie Industries NV and Subsidiaries

TO THE BOARD OF DIRECTORS
AND SHAREHOLDERS OF
JAMES HARDIE INDUSTRIES NV:

In our opinion, the accompanying consalidated balance sheets

and the related consolidated statemenis of operations, cash flows

and changes in shareholders' equity present fairly, in all material
respects, the financial position of James Hardie Industries NV and its
subsidiaries at 31 March 2008 and 31 March 2007, and the resuilis

of their operations and their cash flows for each of the three years

in the period ended 31 March 2008 in conformity with accounting
principles generalty accepted in the United States of America. Alse in
our opinion, the Company maintained, in all material respects, effective
internal control over financial reporting as of 31 March 2008, based

on criteria established in Internal Control — Integrated Framework
issued by the Committee of Sponsoring Grganizations of the Treadway
Commission (COS0), The Company’s management is responsible for
these financial statements, for maintaining effective internal control
over financial reporting and for its assessment of the effectiveness of
internal control over financial reporting, included in Management’s
Repart on Internal Control over Financial Reporting appearing on

page 78. Our responsibility is to express opinions on these financial
staternents and on the Company’s internal control over financial
reporting based on our audits {which were integrated audits in 2008
and 2007). We conducted our audits in accordance with the standards
of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audits to obiain
reasonable assurance about whether the financial statements are free

of material misstatement and whether effective internal control over
financial reporting was maintained in all material respects. Our audits of
the financial slatements included examining, on a {est basis, evidence
supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant eslimates
made by management, and evatuating the overall financial statement
presentation. Our audit of internat cantrol over financial reporting
included obtaining an understanding of internal control over financial
reporting, assessing the risk that a material weakness exists, and testing
and evaluating the design and operating effectiveness of internal controi
based on the assessed risk. Qur audits also included performing such
other procedures as we considered necessary in the circumstances.
We believe that our audits pravide a reasonable basis for our gpinions.

As discussed in Note 14 to the consalidated financial statements,
during the year ended 31 March 2008, the Company changed
the manner in which it accounts for uncertain tax positions. Also,
as gdiscussed in Note 2 to the consolidated financial statements,
during the year ended 31 March 2007, the Company changed its
method of accounting for stock-based compensation and defined
henefit pension plans.

A company’s internal control over financial reporting is a pracess
designed o provide reasanable assurance regarding the reliability

of financial reparting and the preparation of financial statements for
external purposes in accordance with generally accepled accounting
principles. A company’s internal control over financial reporling
includes those policies and procedures that (i) perfain 1o the
mainienance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company;
(if) provide reasonable assurance that transactions are recorded as
necessary to permit preparaticn of financial statements in accordance
with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with
authorisations of management and directors of the company; and (iii}
pravide reasonable assurance regarding prevention or timely detection
of unauthorised acquisition, use, or disposition of the company’s assets
that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to

the isk that controls may become inadequate because of changes
in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

/Q;uww”r LL;Q

PricewaterhouseCoopers LLP
Los Angeles, California
27 June 2008
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James Hardie Industries NV and Subsidiaries

{Milligns of US dollars)

(Millions of Ausiralian dollars)

31 Maich 31 March

ASSETS Notes 2608 2007 2008 2007
Current assets: (Unaudited) {Unaudited)
Cash and cash equivalents 3 3 354 $ KER A$ 386 A3 423
Restricted cash and cash equivalents 4 5.0 5.0 5.5 6.2
Restricted cash and cash equivalents — Asbestos 12 374 146.9 40.8 182.1
Restricted short-lerm investments — Asbestas 12 71.7 - 84.7 -
Accounts and notes receivable, net of allowance for doubtful accounts

of $2.0 million (A$2.2 million) and $1.5 million (A$1.9 millicn}

as of 31 March 2008 and 31 March 2007, respectively 5 1314 163.4 143.3 2025
Inventories 6 179.7 1476 195.9 1830
Prepaid expenses and other current assets 28.0 324 30.5 402
Insurance receivable — Asbestos 12 14.1 94 15.4 1.7
Workers' compensation — Asbestos 12 6.9 2.7 7.5 33
Deferred income taxes 14 8.2 273 8.9 338
Deierred income taxes — Asbestos 12 9.1 78 9.9 9.7
Total current assets 932.9 576.6 581.0 7148
Property, plant and equipment, net 7 756.4 g21.7 824.7 1,025.9
[nsurance receivable — Asbestos 12 194.3 165.1 211.8 204.6
Workers' compensation — Asbestos 12 78.5 765 85.6 948
Deferred income laxes 14 13.2 6.9 14.4 86
Deferred income faxes — Asbestos 12 3971 3182 433.0 394 .4
Depasit with Australian Taxation Office 15 205.8 154.8 224.4 191.9
QOther assets 1.7 23 1.9 29
Total assets $ 2,179.9 $ 21281 A$ 2,376.8 A$ 26379
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued liabilities 8§ §$ 1076 $ 1008 A$117.3 AS 1249
Short-term debt 9 90.0 83.0 98.1 102.9
Accrued payroll and employee benefits 37.0 420 40.3 hed
Accrued product warranties 11 6.9 5.7 7.5 71
Income taxes payable 14 13.0 10.6 14.2 131
Asbestos liability 12 78.7 63.5 85.8 78.7
Workers” campensation — Asbestos 12 6.9 2.7 7.5 33
Other liabilities 9.1 93 9.9 115
Total current liabilities 349.2 3176 380.6 393.6
Long-term debt 9 174.5 105.0 190.3 1301
Deferred income taxes 14 84.2 93.8 91.8 116.3
Accrued product warranties 11 10.8 95 1.8 118
Ashestos lizbility 12 1,497.8 1,225.8 1,633.1 15194
Workers’ compensation — Asbestos 12 78.5 76.5 85.6 94.8
Other liabilities 10 187.5 1.2 204.4 51.1
Total fiabilities 2,382.5 1,869.4 A$ 2,597.6 A 23174
Commitments and contingencies 13
Shareholders’ equity:
Common stock, Euro 0.59 par value, 2.0 billion shares authorised;

432,214,668 shares issued at 31 March 2008 and

467,295,391 shares issued at 31 March 2007 219.7 2518
Additional paid-in capital 19.3 180.2
Accumulated deficit (454.5) (178.7)
Common stock in treasury, at cost, 708,695 shares and nil shares

at 31 March 2008 and 31 March 2007, respectively {(4.0) -
Accumuiated other comprehensive income 20 16.9 5.4
Total shareholders' {deficit) equity (202.6) 258.7

Total liabilities and shareholders’ equity

$ 2,179.9 $ 21281

The accompanying notes are an integral part of these consolidated financial statements.
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OF OPERATIONS
James Hardie Industries NV and Subsidiaries
(US$)

Years Ended 31 March

{Miltions of US dollars, except per share data) Notes 2008 2007 2006
Net sales 19 $ 1,468.8 $ 15429 § 14885
Cost of goods sold (938.8) {969.9) {937.7)
Gross piofit 530.0 573.0 5508
Selling, general and administrative expenses (228.2) (214.6) {209.8)
Research and development expenses {27.3) {25.9) {(28.7)
Impairment charges 7 (71.0} - {13.4)
SCland other related expenses - (13.6) {17.4)
Asbestos adjustments 12 (240.1) (405.5) {(715.6)
Other operaling expense - - {0.8)
Operating loss (36.6) (86.6) (434.9)
Interest expense (11.1) (12.0) (7.2)
Interes! income 12.2 55 70
Loss before income taxes 19 (35.9) (93.1) (435.1)
Income tax {expense) benefit 14 (36.1) 2439 {71.6)
{Loss) income before cumulative effect of changa in accounting principle (71.6) 150.8 (506.7)
Cumulative eftect of change in accounting principle for stock-based compensation,

net of income tax expense of nil, $0.4 million and nil, respectively - 0.9 -
Net {loss) income $  (1.6) $ 1517 $ (506.7}
Net {loss) income per share — basic $ (D.16) $ 0.33 £ (110
Net (loss) income per share — diluted $ (D.16) 3 0.33 $ (110
Weighted average comman shares outstanding (Millions):

Basic 2 455.0 464.6 461.7

Diluted 2 455.0 466.4 461.7

The accompanying notes are an integral part of these consolidated financial statements,
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OF OPERATIONS

James Hardie Industries NV and Subsidiaries
(A$ UNAUDITED)

Years Ended 31 March

{Millions of Australian dollars, except per share data) 2008 2007 2008
Net sales A$ 1,689.6 A3 20160 A$ 19775
Cost of goods sold {1,079.9) {1,267.3) {(1,245.7)
Gross profit 609.7 7437 7318
Selling, general and administrative expenses {262.5) (280.4) (278.7)
Research and development expenses (31.4) (33.8) (38.1)
Impairment charges (81.7) - (17.8)
SCl and other related expenses - (17.8) (23.1)
Asbestos adjustmenis (276.2) (529.9) (1,000.0)
Other operating expense - - {1.1)
Operating loss (42.1) {113.1) (627.0)
Interest expense (12.8) (15.7) (9.6)
Interest income 14.0 7.2 9.3
Loss before income taxes (40.9) (121.6) {627.3)
Income 1ax (expense) benefit {41.5) 3187 (95.1)
(Loss} income before cumulative effect of change in accounting principle {82.4) 197.1 (722.4)
Cumuiative effect of change in accounting principle for stock-based compensation,

net of income tax expense of nil, A$0.5 million and nil, respactively - 1.2 -
Net {loss) income A$  (B2.4) Ay 1983 A§ (7224)
Net {loss} income per share — basic AS (0.18) A$ 0.43 A (1.56)
Net {loss) income per share — diluted A (0.18) A% 043 A8 (1.56)
Weighted average common shares outstanding (Millions):

Basic 455.0 4646 4617

Diluted 455.0 466.4 461.7

The accompanying notes are an integral part of these consolidated financial slatements.
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OF CASH FLOWS

James Hardie Industries NV and Subsidiaries
{(US$)

Years Ended 31 March

(Millions of US dollars, except per share data) 2008 2007 2006
Cash flows from operating activities
Net {loss) income $ (71.6) $ 1517 $ (506.7)
Adjustments to reconcile net (loss) income to nei cash pravided by (used in} operating activities:
Depraciation 56.5 50.7 453
Deferred income taxes (54.0) (310.4) 43
Prepaid pensicn cost 1.0 (0.4) 29
Stock-based compensation 1.1 45 59
Asbestos adjusiments 2401 4055 7156
Cumulative effect of change in accounting principle - (0.9) -
Impairment charges 7.0 - 134
Other (3.4) 13 17
Changes in oparating assets and liabilities:
Restricled cash and cash equivalents 44.7 (151.9) -
Accounts and notes receivable 39.6 {4.8) (24.0)
Inventories (26.6) {(19.5) (26.6}
Prepaid expenses and other current assets 49 {0.1) (24.8)
Insurance receivable — Asbestos 16.7 - -
Accounis payable and accrued liabilities 2.6 (184) 244
Ashestos liability (67.0) - -
Deposit with Australian Taxation Office (9.7) (154.8) -
(Other accrued liabilities and other liabilities 66.8 {19.6) 7.0
Net cash provided by (used in) operating activities 319.3 {67.1) 2384
Cash flows from investing activities
Purchases of property, plant and equipment (38.5) (92.6) (162.0}
Proceeds from disposal of subsidiaries and businesses, net of cash divested - - 8.0
Net cash used in investing activities (38.5) {92.6) (154.0}
Cash flows from financing activities
Proceeds from shari-term borrowings 7.0 - 181.0
Repayments of short-term borrowings - {98.0) -
Proceeds from long-term borrowings 69.5 105.0 -
Repayments of long-term borrowings - (121.7} (37.6)
Proceeds from issuance of shares 33 18.5 18.7
Tax benefit from stock options exercised - 18 2.2
Treasury stock purchased (208.0) - -
Dividends paid (126.2) (42.1) {45.9)
Collections on loans receivahle - 0.1 0.3
Net cash (used in) provided by financing activities (254.4) (136.4) 118.7
Effects of exchange rate changes on cash (25.1) 15.1 (1.5)
Net increase (decrease) in cash and cash equivalents 1.3 (281.0} 2016
Cash and cash equivalents at beginning of period 3 3151 1135
Cash and cash equivalents at end of period $ 354 $ 344 $§ 3151
Compaonents of cash and cash equivalenis
Cash at bank and on hand $§ 216 $ 261 249
Short-term deposits 13.8 8.0 280.2
Cash and cash eguivalents at end of period $ 354 $ 341 $ 3154
Supplemental disclosure of cash flow activities
Cash paid during the year for interest, net of amounts capitalised $ 128 $ 39 $ 35
Cash paid during the year for income taxes, net $ 704 $ 808 $ 934

The accompanying notes are an integraf part of these consolidated financial statements.
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OF GASH FLOWS

James Hardie Industries NV and Subsidiaries

(A$ UNAUDITED)
Years Ended 31 March
(Millions of Australian dollars, except per share data) 2008 2007 2006
Cash fiows from operating activities
Net (loss) income AY (82.4) A$ 198.3 AS  (722.4)
Adjustments to reconcile net {loss) income to net cash provided by (used in) operating activities:
Depreciation 65.0 66.2 60.2
Deferred income taxes (62.1) {405.6) 5.7
Prepaid pension cost 1.2 (0.5) 39
Stock-based compensaticn 8.9 59 78
Asbestos adjustments 276.2 529.8 1,000.0
Cumulative effect of change in accounting principle - (1.2) -
Impairmient charges 81.7 - i78
Other (3.9) 1.7 23
Changes in operating assets and liabilities:
Restricted cash and cash equivalents 51.4 {198.5) -
Accounts and notes receivable 45.6 6.3) (31.9)
Inventories (30.6) (25.5) (35.3)
Prepaid expenses and other current assets 5.6 (0.1) (32.9)
Insurance receivable — Asbestos 19.2 - -
Accounts payable and accrued liabilities 3.0 (24.0) 324
Asbestos liability {17.1) - -
Deposit with Australian Taxation Office (11.2) {2023) -
Other accrued liabitities and other liabilities 76.9 (25.6) 9.3
Net cash provided by (used in) operating activities 367.3 (87.7) J316.9
Cash flows from investing activities
Purchases of propesty, plant and equipment (44.3) (121.0) (215.2)
Proceeds from disposal of subsidiaries and businesses, net of cash divested - - 10.6
Net cash used in invesling aclivities {44.3) (121.0) (204.6)
Cash flows from financing activities
Proceeds from short-term borrowings 8.1 - 240.5
Repayments of sharl-term borrowings - (128.0) -
Proceeds from long-term borrowings 79.9 137.2 -
Repayments of long-term borrowings - (159.0 (50.0)
Proceeds from issuance of shares 3.8 242 248
Tax benefit from stock options exercised - 24 29
Treasury siock purchased (239.3) - -
Dividends paid (145.2) {55.0) (61.0)
Collections on loans receivable - 0.1 0.3
Net cash (used in) provided by financing activities (292.7) {178.1) 1575
Effects of exchange rate changes on cash (34.0) {11.3) 2.7
Net (decrease) increase in cash and cash equivalents (3.7) {398.1) 2935
Cash and cash equivalents at beginning of period 42.3 4404 146.9
Cash and cash equivalents at end of period A$ 38.6 A$ 423 A 4404
Components of cash and cash equivalents
Cash at bank and on hand A$ 236 AS 324 Af 348
Short-term deposits 15.0 9.9 405.6
Cash and cash equivatents at end of period A$ 38.6 AS 423 A3 4404
Supplemental disclosure of cash flow activities
Cash paid during the year for interast, net of amounts capitalised A$S 147 A3 48 A% 49
Cash paid during the year for income taxes, net AS 810 A$ 1002 A$ 1305

The accompanying notes are an integral part of ihese consolidated financial statements.
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IN SHAREHOLDERS' EQUITY

James Hardie Industries NV and Subsidiaries

Accumulated
Additional Other
Common Paid-in - Accumidated  Comprehensive Treasury
{Millions of US dollars) Stock Capital Deficit  {Loss) Income Stock Total
Balances as of 31 March 2005 $ 2458 $ 1387 $ 264.3 $ (41) § - § 6247
Comprehensive income (loss):
Net loss - - (506.7) - - (506.7)
Amortisation of unrealised transitien gain
on derivative instruments - - - 05 - 0.5
Foreign currency translation loss - - - (4.8) - (48)
Other comprehensive loss - - - 4.3) - 4.3}
Total comprehensive loss (511.0)
Stock-based compensation - 59 - - - 59
Tax benefit from stock options exercised - 22 - - - 2.2
Employee loans repaid - 03 - - - 0.3
Stock options exercised 74 1.3 - - - 18.7
Dividends paid - - (45.9) - — {45.9)
Balances as of 31 March 2006 $ 253.2 $ 1584 $ (288.3) 3 (28.4) $§ - § 948
Comprehensive income (loss):
Net income - - 151.7 - - 1517
Foreign currency translation gain - - - 36.5 - 36.5
Other comprehensive income - - - 36.5 - 365
Total comprehensive income 188.2
Adoption of FAS 158, net of fax -~ - - (2.7) - 2.7
Stock-based compensation - 45 - - - 45
Tax benefit from stock options exercised - 1.8 - - - 18
Employee loans repaid - 0.1 - - - 0.1
Stock options exercised 31 154 - - - 185
Dividends paid - - (42.1) - - {42.1)
Other (4.5) - - - - (4.5)
Balances as of 31 March 2007 $ 251.8 $ 180.2 $ (178.7) $ 5.4 $ - § 258.7
Comprehensive income (loss)
Met loss - - {71.6) - - (71.6)
Pensicn and post-retirement benefit adjusiments - - - 6.6 - 06
Unsealised Ioss on investments - - - {4.4) - {4.4)
Foreign currency branslation gain - - - 153 - 15.3
QOther comprehensive income - - - 115 - 115
Total comprehensive loss (60.1}
Adopticn of FIN 48 - - (78.0) - - (78.0)
Stock-based compensation - 7.7 - - - 77
Stack options exercised 05 28 - - - 33
Dividends paid - - {126.2) - - (126.2)
Treasury stock purchased - - - - (208.0) (208.0)
Treasury stock retired (32.8) (171.4) - - 2040 -
Balances as of 31 March 2008 $ 219.7 $§ 193 $ (454.5) $ 16.9 $ (4.0) $ (202.6)

The accompanying notes are an integral part of these consolidated financial statements,




FINANCIAL STATEMENTS

James Hardie Industries NV and Subsidiaries

1. BACKGROUND AND BASIS
OF PRESENTATION

Nature of Operations

The Company manufaciures and sells fibre cement building products
for interior and exterior building construction applications primarily in
the United States, Australia, New Zealand, Philippines and Europe.

Background

On 2 July 1998, ABN 60 000 009 263 Pty Ltd, formerly James Hardie
Industries Limited (*JHIL"), then a public company organised under
the laws of Australia and listed on the ASX, announced a plan of
reorganisation and capital restructuring (the “1998 Reorganisation”).
James Hardie N.V. ("JHNV") was incorparated in August 1998, as an
intermediary halding company, with all of its common stock owned by
indirect subsidiaries of JHIL. On 16 October 1998, JHIL's sharehclders
approved the 1998 Reorganisation, Effective as of 1 November 1998,
JHIL contributed its fibre cement businesses, its US gypsum wallboard
business, its Australian and New Zealand building systems businesses
and its Australian windows business (collectively, the “Transferred
Businesses”) te JUNV and its subsidiaries. In connection with the 1998
Reorganisation, JHIL and its non-transferring subsidiaries retained
certain unrelated assets and liabilities.

0On 24 July 2001, JHIL announced a further plan of reorganisation
and capital restructuring (the “2001 Reorganisation™). Completion of
the 2001 Reorganisation occurred on 19 October 2001. In connection
with the 2001 Reorganisation, James Hardig Industries N.V. (“3HI
NV}, formerly RCI Nethertands Holdings B.V,, issued commaon
shares represented by CUFS on a one for one basis to existing JHIL
shareholders in exchange for their shares in JHIL such that JHI NV
became the new ultimate holding company for JHIL and JHNV.

Following the 2001 Reorganisation, JHI NV conirols the same
assets and liabilities as JHIL controfled immediately prior to the
2001 Reorganisation.

Previously deconsolidated entities have been consolidated beginning
31 March 2007 as part of the accounting for the asbestos liability.
Upon approval of the Amended FFA on 7 February 2007, the

AICF was deemed a special purpose entity and, as such, it was
consolidated with the results for JHI NV. See Note 2 and Note 12 for
additiona! infarmation.

Basis of Presentation

The consolidated financial statements represent the financial position,
results of operations and cash flows of JHI NV and its current wholly
owned subsidiaries and spacial purpose entities, collectively referred
to as either the “Company” or "James Hardie” and JHI NV together
with its subsidiaries as of the time retevant to the applicable reference,
the “James Hardie Group,” unless the context indicates otherwise.
Operating loss for the twelve months ended 31 March 2008 includes
a charge of US$2.7 million relating {o prior period lease costs.

The impact of this adjustment on prior periods' financial stalements
is not material.

The assets, liabilities, stalements of operations and statements of
cash flows of the Company have been presented with accompanying
Australian dollar (A$) convenience translations as the majority of the
Company's sharehoider base is Australian. These AS convenience
translations are not prepared in accordance with accounting principles
generally accepted in the Linited States of America and have not

been audited. The exchange rates used to calculate the convenience
Iranslations are as follows:

31 March

{US$1 = A3) 2008 2007 2006
Assets and liabilities 1.0903 1.2395 1.3975
Statements of operations 1.1503 1.3066 1.3285
Cash flows — beginning cash 1.2395 1.3975 1.2946
Cash flows — ending cash 1.0903 1.2355 1.3975
Cash flows — current

period movements 1.1503 1.3066 1.3285

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Accounting Principles

The consolidated financia! stalements are prepared in accordance

with accounting principles generally accepted in the United States of
Arnerica {“US GAAP"). The US dollar is used as the reporting currency.
All subsidiaries and special purpose entities are consolidated and ali
significant intercompany transactions and balances are eliminated.

Use of Estimates

The preparation of financial statements in conformity with US GAAP
requires management to make estimates and assumptions. These
eslimates and assumptions afiect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ
from these estimates.

Reclassificalions

Certain prior year balances have been reclassified to conform with
the curvent year presentation. The reclassifications do not impact
shareholders’ equity.

Foreign Currency Translation

All assets and liabilities are translated into US dollars at current
exchange rates while revenues and expenses are translated at average
exchange rates in effect for the period. The effects of foreign currency
translation adjusiments are included directly in other comprehensive
income in shareholders” equity. Gains and losses arising from foreign
currency transactions are recognised in income currently.

Cash and Cash Equivalents

Cash and cash equivalents include amounts on deposit in banks and
cash invesled temporarily in various highy liquid financial instruments
with original maturities of three months or less when acquired.
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Restricted Cash and Cash Equivalents
Restricted cash and cash equivalents include amounts on deposit with
insurance companies.

Accounts Receivable

The Company reviews trade receivables and estimates of the allowance for
doubtiul accounts each period. The allowance is determined by analysing
specific customer accounts and assessing the risk of uncollectability
based on insolvency, disputes or other collection issues.

Inventories

Inventories are valued al the lower of cost or market. Cost is generally
detarmined under the first-in, first-out method, except that the cost

of raw materials and supplies is determined using actual or average
costs. Cost includes the costs of materials, labour and applied factory
gverhead. On a regular basis, the Company evaluates its inventory
balances for excess quantities and obsolescence by analysing demand,
inventory on hand, sales levels and other information. Based on these
evaluations, inventory balances are written down, if necessary.

Property, Plant and Equipment

Praperty, plant and equipment are stated at cost. Property, plant and
equipment of businesses acquired are recorded at their estimated cost
based on fair value at the date of acquisition. Depreciation of property,
plant and equipment is computed using the straight-line method over
the following estimated usefu! lives:

Years
Buildings 40
Building improvements 5to 10
Manufacturing machinery 20
General equipment St 10
Computer equipment, software and software development o7
Qffice furniture and equipment 3110

The costs of additions and improvements are capitalised, while
maintenance and repair costs are expensed as incurred. Interest is
capitalised in connection with the construction of major facilities.
Capitalised interest is recorded as part of the asset to which it relates
and is amortised over ihe asset's estimated useful life. Retirements,
safes and disposals of assets are recorded by remaving the cast and
accumulated depreciation amounts with any resulting gain or loss
reflected in the consolidated statements of operations.

In accordance with Staternent of Financial Accounting Standards
{*SFAS™) No. 143, “Accounting for Asset Retirement Obligations”,

the Company accrues for all asset retirement obligations in the period
in which the liability is incurred. The initial measurement of an asset
retirement obligation is based upon the present value of estimated cast
and a related long-lived asset retirement cost is capitalised as part of
the asset's carrying value and allocated to expense over the asset's
useful lite.

impairment of Long-Lived Assets

In accordance with SFAS No. 144, “Accounting for the Impairment or
Disposal of Long-Lived Assets,” long-lived assets, such as property,
plant and equipment, and purchased intangibles subject to amortisation
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be
recoverable. Recoverability of assets to be held and used is measured
by a comparison of the carrying amount of an asset to estimated
undiscounted future cash flows expected 1o be generated by the asset.
If the carrying amount of the asset exceeds its estimated future cash
flows, an impairment charge is recognised by the arount by which the
carrying amgunt of the asset exceeds the fair value of the assets.

Environmental

Environmental remediation expenditures thal relate to current operations
are expensed or capitalised, as appropriate. Expenditures that retate to an
existing condition caused by past operations, and which do not contribute
to current or future revenue generation, are expensed. Liabilities are
recorded when environmental assessments and/or remedial efforts are
probable and the costs can be reasonably estimated. Estimated liabilities
are not giscounted to present value. Generally, the timing of these
accruals coincides with completion of 4 feasibility study or the Company's
comemitment to a formal plan of action.

Revenue Recognition

The Coempany recognises revenue when the risks and ebligations of
ownership have been transterred to the customer, which generally
occurs af the time of delivery to the customer. The Company records
estimated reductions to sales for customer rebates and discounts
including volume, promotional, cash and other discounts. Rebates and
discounts are recorded based on management's best estimate wher
products are sold. The estimates are based on historical experience for
similar programs and products. Management reviews these rebates and
discounts on an ongoing basis and the refated accruals are adjusted,
if necessary, as additional information becomes available.

Cost of Goods Sold

Cost of goods sold is primarily comprised of cost of materials, labour
and manufacturing. Cast of goods sold also includes the cost of
inbound freight charges, purchasing and receiving costs, inspection
costs, warehousing costs, internal transfer costs and shipping and
handling costs.

Shipping and Handling

Shipping and handling costs are charged to cost of goods sold as
incurred. Recovery of these costs is incorporated in the Cempany's
sales price per unit and is therefore classified as part of net sates.

Selling, General and Adminisirative

Selling, general and adminisirative expenses primarily include costs
related to advertising, marketing, selling, information technology and
other general corporate functions. Selling, general and administrative
expenses also inclugde certain transportation and logistics expenses
associated with the Company's distribution netwark.




Advertising

The Company expenses the production costs of advertising the
first time the advertising takes place. Advertising expense was
US$11.9 million, US$17.0 miltion and US$19.1 million during the
years ended 31 March 2008, 2007 and 2006, respectively.

Research and Development
Research and development costs are charged to sxpense when incurreg.

Accrued Product Warranties

An accrual for estimated future warsanty costs is recorded based on
an analysis by the Company, including the historical relationship of
warranty costs to sales.

Income Taxes

The Company accourts for income taxes under the asset and liability
method. Under this method, deferred income taxes are recognised by
applying enacted statutory ratas applicable to future years to differences
between the tax bases and financial reporting amounts of existing
assets and liabilities. The effect on deferred taxes of a change in tax
rates is recognised in income in the period that includes the enactment
date. A valuation allowance is provided when it is moré likely than

not that all or seme porlion of deferred 1ax assets will not be realised.
Interest and penalties related to uncertain tax positions are recognised
in income tax expense.

Financial Instruments

To meet the reporting requirements of SFAS No. 107, “Disclosuras
About Fair Value of Financial instruments”, the Company calculates
the fair value of financial instruments and includes this additional
information in the notes to the consclidated financial statements when
the fair value is different than the carrying value of thosg financial
instruments, When the fair value reasonably approximates the carrying
value, no additional disclosure is made. The estimated fair value
amounts have been determined by the Company using available
market information and appropriate valuation methodologies. However,
considerable judgment is required in interpreting market data to
develop the estimates of fair value. Accordingly, the estimates presented
herein are not necessarily indicative of the amounts that the Company
could realise in a current market exchange. The use of different market
assumptions and/or estimation methgdologies may have a material
effect on the estimated fair value amounts.

Perindically, interest rate swaps, commaodity swaps and forward
exchange coniracts are used to manage market risks and reduce
exposure resulting from fluctuatiens in interest rates, commodity
prices and foreign currency exchange rates. Where such contracts are
designated as, and are effective as, a hedge, gains and losses arising
on such contracts are accounted for in accordance with SFAS No.
133, “Accounting for Derivative instruments and Hedging Activities,”
as amended, Specifically, changes in the fair value of derivative
instruments designated as cash flow hedges are deferred and recorded
in other comprehensive income. These deferred gains or losses

are recognised in income when the transactions being hedged are
recognised. The ingflective portion of these hedges is recognised in
income currently. Changes in ihe fair value of derivative instruments

designated as fair valug hedges are recagnised in income, as are
changes in the fair vaiue of the hedged item. Changes in the fair
value of derivative instruments that are not designated as hedges for
accounting purposes are recognised in incame. The Company does
not use derivatives for trading purposes.

Stock-based Compensation

The Company recognised stock-based compensaticn expense {included
in selling, general and administrative expense) of US$7.7 million,
US$5.8 million and US$5.9 million for the years ended 31 March 2008,
2007 and 2008, respectively.

Upon adoption of SFAS No. 123R, “Accounting for Stock-Based
Compensation”, at the beginning of fiscal year 2007, the Company
analysed forfeiture rates on all of its 2001 Stock Qption Plan grants for
which vesting was complete, resulting in an estimated weighted average
forfeiture rate of 30.7%. Based on this estimated rale, a cumulative
adjustment to stock-based compensation expense of US$1.3 million
net of an income tax benefit of US$0.4 million was recorded effective

1 April 2006. The adjustment is presented on the consolidation
statements of operations as a cumulative effect of change in accounting
principle {net of income tax). The portion of the cumulative adjustment
that reiates to USA-based employees caused a reduction in the deferred
tax asset previously recorded. For the twelve months ended 31 March
2007, the amount of the cumulative adjustment related to USA-Dased
employees was US$1.0 million for which the related USA income tax
adjustment was US$0.4 million.

Employee Benefil Plans

In fiscal year 2007, the Company implemented the pravisions

of SFAS No. 158, “Employers’ Accounting for Defined Benefit
Pension and Other Postretirement Plans”. Adopting this standard
resulted in the recognition of an increase in non-current liabilities
of US$3.9 millian and a reduction in shareholders’ equity of
US$2.7 million, at 31 March 2007.

The Company sponsors both defined benefit and defined centribution
retirement plans for its employeas, Employer cantributions to the
defined contribution plans are recognised as periodic pension expense
in the pericd that the employees’ salaries or wages are earned. The
defined benefit plan covers alt eligible employzes and takes into
consideration the following components to calculate net pericdic
pension expense: (a) service cost; {p) interest cost; {c} expected return
on plan assets; (d) amortisation of unrecognised prior service cost;
(e) recognition of net actuarial gains or losses; and {f) amortisation of
any unrecognised net transilion asset. If the amount of the Company's
total coniribution to its pension plan for the period is not equal 1o the
amount of net periadic pension cost, the Company recognises the
difference either as a prepaid or accrued pension cost.

Dividends
Dividends are recorded as a liability on the date the Board of Directors
formally declares the dividend.
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Earnings Per Share
The Company is required to disclose basic and diluted earnings per
share (“EPS"). Basic EPS is calculated using net income divided by the
weighted average number of commaon shares outstanding during the
period. Diluted EPS is similar to basic EPS except that the weighted
average number of common shares outstanding is increased to include
the number of additional common shares calculated using the treasury
methad that would have been outstanding if the dilutive potential
common shares, such as options, had been issued. Accordingly, basic
and dilutive common shares outstanding used in determining net (loss)
income per share are as foltows:

Years Ended 31 March

{(Millions of shares) 2008 2007 2008
Basic cammon shares outstanding 455.0 4646 4617
Dilutive gffect of stock options - 1.8 -

Diluted common shares outstanding ~ 455.0 4664 4617

{US dollars) 2008 2007 2006

Net (loss} income per share — basic  ${0.16) $0.33 ${1.10}
Net (loss) income per share — diluted $ {0.16) $0.33 ${1.10)

Potentfal common shares of 10.4 million, 7.7 million and 6.6 million
for the years ended 31 March 2008, 2007 and 20086, respectively,

have been excluded from the calculation of diluted common shares
outstanding because the effect of their inclusion would be anti-dilutive.
Due to the net loss for the years ended 31 March 2008 and 2006,

the assumed net exercise of stock options was excluded, as the effect
would have been anti-dilutive.

Repurchased Common Stock

The Company accounts for repurchased cormmon stock under the cost
methad and includes such treasury stock as a compenent of shareholders'
equity. Retirement of treasury stock is recorded as a reduction of common
stock and additional paid-in capital, as applicable.

Accumulated Other Comprehensive Income

Accumulated other comprehensive income includes fareign currency
iranslation gains and losses, unrealised losses on investments and
unrecognised pension costs, and is presented as a separate component
of shareholders’ equity.

Ashestos

At 31 March 2006, the Company recorded an asbestos provision
based on the estimated economic reality of the Original Final Funding
Agreement (“Original FFA”) entered inte on 1 December 2005. The
amount of the asbestos provision of US$715.6 million was based on
the terms of the Original FFA, which included an actuarial estimate
prepared by KPMG Actuaries as of 31 March 2006 of the projected
future cash outflows, undiscounted and uninflated, and the anticipated
tax deduction arising from Australian legislation which came into force
on 6 April 2006. The amount represented ihe net economic impact
that the Company was prepared {0 assume as a result of its voluntary
funding of the asbestos liability which was under negoliation with
various parties.

In February 2007, the shareholders appraved the Amended FFA entered
into an 21 November 2006 to provide long-term funding to the AICF,

a special purpose fund that provides compensation for Ausiralian-
related personal injuries for which certain former subsidiary companies
of James Hardie in Australia {being Amaca Pty Ltd {*Amaca"), Amaba
Pty Ltd (“Amaba”) and ABN 60 Pty Limited (“ABN 60"} {collectively,
the “Liable Entities")} are found liable.

Upon shareholder approval of the Amended FFA, in accordance with
Financial Accounting Standards Board (“FASB") Interpretation No.
46R, the Company consolidated the AICF with the Company resulting
in a separate recognition of the asbestos liability and certain other
items including the related Australian income tax benefit. Among other
items, the Company recorded a deferred tax asset for the anticipated
tax benefit related to asbestos liabilities and a corresponding increase
in the asbestos liability. As stated in *Deferred Income Taxes” below,
the Company's Performing Subsidiary will be able to claim a {axable
deduction for contributions to the asbestos fund. For the year ended
31 March 2007, the Company classified the expense related to

the increase of the asbestos liability as asbestos adjustments and

the Gompany classified the benefit related to the recording of the
related deferred tax asset s an income tax benefit (expense) on its
consclidated statements of operations.

Amaca and Amaba separated from the James Hardie Group in February
2001, ABN 60 separated from the James Mardie Group in March 2003.
Upon shareholder approval of the Amended FFA in February 2007, shares
in the Liable Entities were transferred to the AIGF. The Company appoints
three of the AICF directors and the NSW state govermnment appoints two
of the AIGF directars. The AIGF manages Australian asbestos-telated
personal injury claims made against the Liable Entities, and makes
compensation payments in respect of those proven claims.

AICF

Under the terms of the Amended FFA, James Hardie 117 Pty Ltd {the
"Performing Subsidiary"} has a cantractual liability 1o make payments
to the AIGF. This funding to the AICF results in the Company having
a pecuniary interest in the AICFE. The interest is considered variable
because the patential impact on the Company will vary based upon
the annual aciuarial assessments obtained by the AICF with respect
to ashestos-related personal injury claims against the Liable Entities.
Due io the Company's variable interest in the AICF, it consolidates the
AICF in accordance with FASB, Interpretation No. 46R, “Consolidation
of Variable Interest Entities”.

The AICF has operating casts that are claims related and non-claims
related. Glaims related costs incurred by the AICF are treated as
iedugtions to the accrued ashestos liability balances previousty
reflected in the consolidated balance sheets. Non-claims related
operating costs incurred by the AICF are expensed as incurred in
ihe line item Selling, general and administrative expenses in the
consolidated statements of operations. The AICF eams interest on
its cash and cash equivalents and on its short-term investments;
these amounts are included in the line item Interest income in the
consolidated statements of operations.




Ashestos-Related Assels and Liabilities

The Company has recorded on its consolidated balance sheets certain
assefs and liabilities under the terms of the Amended FFA. These
items are Ausiralian dollar-denominated and are subject to translation
into US dollars at each reporting date. These assets and liabilities are
commonly referred to by the Company as Asbestos-Related Assets and
Liabilities and include:

Asbestos Liabifity

The amount of the asbestos liability reflects the terms of the Amended
FFA, which has been calculated by reference to (but is not exclusively
based upon) the most recent actuarial estimate of projected future
cash flows prepared by KPMG Actuaries. Based on KPMG Actuaries’
assumptions, KPMG Actuarles arrived at a range of possible total cash
flows and proposed a central estimate which is intended to reflect an
expected outcome. The Company views the central estimate as the
basis for recording the asbestos liability in the Company’s financial
statements, which under US GAAP, it considers the best estimate
under SFAS No. 5. The ashestos fiability inciudes these cash flows

as undiscounted and untinflated on the basis that it is inappropriate to
discount or inflate future cash flows when the timing and ameunts of
such cash flows is not fixed or readily determinable.

Adjustments in the asbestos liability due to changes in the actuarial
estimate of projected future cash flows and changes in the estimate

of future operating costs of the AICF are reflected in the consolidated
statements of operations during the period in which they cccur. Glaims
paid by the AICF and claims-handling costs incurred by the AICF are
treated as reductions in the accrued balances previously reflected in the
consalidated balance sheets.

Insurance Receivable

There are various insurance policies and insurance companies with
exposure Lo the asbestos claims. The insurance receivable deterrnined
by KPMG Actuaries reflects the recoveries expected from all such
policies based on the expected pattern of claims against such policies
less an allowance for credit risk based on credit agency ratings.

The insurance receivable generally includes these cash flows as
undiscounted and uninflated on the basis that it is inappropriate to
discount or inflate future cash flows when the timing and amounis of
such cash flows are not fixed or readily determinahle. The Company
only records insurance receivables that it deems to be probable.

Included in insurance receivable is US$16.2 million recorded on a
discounted basis because the timing of the recoveries has been agreed
with the insurer.

Adjustments in insurance receivable due to changes in the actuarial
estimate, or changes in the Company’s assessment of recoverability are
reflected in the consolidated stalements of operations during the period
in which they occur. Insurance recoveries are treated as a reduction in
the insurance receivable balance.

Waorkers’ Compensation

Workers' compensation claims are claims made by tarmer employees of
the Liable Entities. Such past, current and future reported claims were
insured with various insurance companies and the various Australian
State-based workers' compensation schemes (collectively “workers’
compensation schemes or policies”). An estimate of the liability related
to workers' compensation claims is prepared by KPMG Actuaries as
part of the annual actuarial assessment. This estimate confains two
components, amounts that will be met by a workers' compensation
scheme or policy, and amounts that will be met by the Liable Entities,

The portion of the KPMG Actuaries estimate that is expected to

be met by the Liable Entities is included as part of the Asbesios
Liabifity. Adjustments 1o this estimale are reflected in the consolidated
statements of operations during the period in which they occur.

The portion of the KPMG Actuaries estimate that is expected to be met
by the workers’ compensation schemes or policies of the Liable Entities
is recorded by the Company as a workers' compensation liability, Since
these amounts are expected to be paid by the workers’ compensation
schemes or policies, the Company records an equivalent workers'
compensation receivable.

Adjustments to the workers' compensation liability result in

an equal adjustment in the workers' compensation receivable
recorded by the Company and have no effect on the consolidaled
slatements of operations.

Asbestos-Related Research and Education Contributions

The Company agreed to fund asbestos-related research and education
initiatives for a period of 10 years, beginning in fiscal year 2007. The
liabilities related to these agreements are included in "Other Liabilities”
on the consolidated balance sheets.

Restricted Cash and Cash Equivalents

Cash and cash equivalents of the AICF are reflected as resiricted assets,
as the use of these assets is resiricted 10 the settlement of asbestos
claims and payment of the operating costs of the AICF.

Restricted Short-Term Investments

Short-term investments consist of highly liquid invesiments held in
the custody of major financial insfitutions. All shori-lerm investments
are classified as available for sale and are recorded at market value
using the specific identification method. Unrealised gains and losses
on the market value of these invesiments are included as a separate
component of accumulated other comprehensive income.

AICF - Other Assets and Liabilities

(Other assets and liabilities of the AIGF, including fixed assets, trade
receivables and payables are included on the consolidated balance
sheets under the appropriate captions and their use is restricted to

the operations of the AICF.
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Deferred Income Taxes

The Performing Subsidiary is able to claim a taxation deduction for
its contributions to the AICF over a five-year period from the date of
centribution. Consequently, a deferred tax asset has been recognised
equivalent to the anticipated tax benefit over the fife of the Amended
FFA. Adjustments are made to the deferred income tax asset as
adjustments to the asbestos-related assets and tabilities are recorded.

Foreign Currency Translation

The asbestos-relaled assets and liabilities are denominated in
Australian dollars ang thus the reported values of these asbestos-
related assets and liabiities in the Company’s consolidated balance
sheets in US dollars are subject to adjusiment depending on the
closing exchange raie between the two currencies at the balance sheet
date. The effect of foreign exchange rate movements between these
currencies is included in Asbestos Adjustments in the consclidated
statements of operations.

Recent Accounting Pronouncements

Fair Value Measurements

In September 2006, the FASB issued Statement No. 157, “Fair

Value Measurements” {"SFAS No. 157"), which defines fair value,
establishes a framework for measuring fair value in generally accepted
accounting principles (“"GAAP™) and expands disclosures about fair
value measurements. The expandsd disclosures in this statement about
the use of fair value to measure assets and liaGilities should provide
users of financial statements with better information about the extent to
which fair value is used to measure recognised assets and liabilities,
the inputs used to develop the measurements, and the effect of cerlain
measurements on earnings {or changes in net asseis) for the period.
Certain provisions of SFAS No. 157 are effective for the Company on

1 April 2008 and it is currently evaluating the impact on its financial
stalements of adopting SFAS No. 157,

Fair Value Option for Financial Assets and

Financial Liahilities

In February 2007, the FASB issued Statement No. 159, “The Fair Value
Option for Financial Assets and Financial Liabilities™ {"SFAS No. 159"),
which allows for voluntary measurement of financial assets and liabilities
as well as certain other iterns af fair value. Unrealised gains and {0sses on
financial instruments for which the fair value option has been elected are
reported in earnings. The provisions of SFAS No. 159 are effecive for the
Company on 1 April 2008 and it is currently evaluating the impact on its
financial statements of adopting SFAS No. 159.

Business Gombinations

In Decernber 2007, the FASB issued SFAS No. 141 (revised 2007),
“Business GCombinations {"SFAS No. 141R™)", which replaces SFAS
No. 141. The statement establishes principles and requirements for
how the acquirer in a business combination recognises and measures
in its financial siatements the identifiabie assets acquired, the liabilities
assumed, and any controlling interest; recognises and measures the
goodwill acquired in the business combinaticn or a gain from a bargain
purchase; and determines what information to disclose to enable users
of the financial statements to evaluate the nature and financial effects
of the business combination. The provisions of SFAS No. 141R are
effective for business combinations for which the acquisition date is
on or after 1 April 2008.

Nongcontrolling Interests in Consolidated Financial
Statements — an amendment to ARB No. 51

[n December 2007, the FASB approved the issuance of SFAS No.

160 “Noncontrelling Interests in Consolidated Financial Statements
—an amendment to ARB No. 51" (*SFAS No. 160"). SFAS No.

160 establishes accounting and reporting standards that require

the ownership interest in subsidiaries held by parties other than

the entity be ciearly identified and presented in the Consolidated
Balance Sheets within equity, but separate from the entity’s equity;

the amourt of consolidated net income attributable ta the entity and the
noncontrolling interest be clearly identified and presented on the face
of the Consolidated Stalement of Eamings; and changes in the entity’s
ownership interest while the entity retains its conirolling financial
interest in its subsidiary be accounted for consistently. The provisions
of SFAS No. 160 are effective for the Company on 1 April 2009, and it
is currently evaluating the impact on its financial statements of adopting
SFAS No. 180.

Disclosures ahout Derivative Instruments and

Hedging Activities

In March 2008, the FASB issued SFAS No. 161, "Disclosures about
Derivative Instruments and Hedging Activities™ ("SFAS No. 1617).
SFAS No. 161 is intended to improve financial reporting of derivative
instruments and hedging activities by requiring enhanced disclosures
to enable investors to better understand their effects on an entity’s
financial position, financial performance, and cash flows. SFAS No. 161
is effective for the Company 1 April 2009 and it is currently evaluating
the impact on its financial statements of adopting SFAS No. 161.

Hierarchy of Generally Accepted Accounting Principles

In May 2008, the FASB issued SFAS Na. 162 “The Hierarchy of
Generally Accepted Accounting Principles” {which the Company
refers to as SFAS No. 162). SFAS No. 162 identifies the sources of
accounting principles and the framework for selecting the principles
used in the preparation of financial statements of non-governmental
entities that are presented in conformily with US GAAP. This staternent
shall be effective 60 days following the SEC's approval of the Public
Company Accounting Oversight Board amendments to AU Section
411, “The Meaning of Present Fairly in Conformity With Generally
Accepted Accounting Principles.” The Company does not expect its
adoption will have a material impact on the Company’s consolidated
financial statements.




3. CASH AND CASH EQUIVALENTS

Cash and cash equivalents include amounis on deposit in banks and
cash invested temporarily in various highly liquid financial insiruments
with original maturities of three months or less.

The collectability of accounts receivable, consisting mainly of trade
receivables, is reviewed on an ongoing basis and an allowance for
doubtiu) accounts is provided for known and estimated bad debs.
The following are changes in the allowance for doubitful accounts:

Cash and cash equivalents consist of the following components: (Millions of US dollars) 20021 March 2007
31 March Balance at beginning of period $ 15 § 13
(Millions ot US dollars) 2008 2007 Charged to expense 0.6 0.5
Cash at bank and on hand $ 216 § 2641 Costs and deductions {0.1) {0.3)
Short-term deposils 13.8 8.0 Balance a end of period $ 20 § 15
Total cash and cash equivatents $ 34 § M1
Shiort-term deposits are placed at floating interest rates varying 6. INVENTORIES
between 2.14% to 2.93% and 4.85% to 5.25% as of 31 March 2008 Inventories consist of the following components:
and 2007, respectively. 31 March
(Millions of US dollars) 2008 2007
4. RESTRICTED CASH AND CASH Finished goods $ 12714 § 1015
EQUIVALENTS Work-in-process 8.4 123
) } . . . Raw materials and supplies 51.0 378
Inc!uded in restricted cash is US$5.0 million related to an insurance Provision for obsolete finished goods
policy as of 31 March 2008 and 2007. and raw materials (7.4) (4.0)
Total inventories $ 179.7 $ 1476

5. ACCOUNTS AND NOTES RECEIVABLE

Accounts and notes receivable consist of the following components;

31 March
{(Millions of US dollars) 2008 2007
Trade receivables $ 1227 § 1524
Othes recaivables and advances 10.7 125
Allowance for doubtful accounts (2.0} (1.5)

Total accounts and notes receivable $ 1314 § 1634
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7. PROPERTY, PLANT AND EQUIPMENT

Property, ptant and equipment consist of the following components:

Machinery
and Construction

{Millions of US dollars} Land Buildings Equipment in Progress Total
Balance at 31 March 2006:

Cost $ 156 § 1475 $ 6698 $ 2281 $ 10610
Accumulated depreciation - {31.7) {253.7) - (285.4)
Net book value 156 1158 416.1 2281 775.6
Changes in net book value:

Capital expenditures 13 708 1313 (110.8) 926
Retirements and sales - - (0.6) - {0.6)
Depreciation - (8.3) (42.4) - (50.7)
Other movements - - 06 - 0.6
Forgign cusrency translation adjustments - - 10.2 - 10.2

Total changes 13 62.5 99.1 (110.8) 521

Balance at 31 March 2007:

Cost 169 218.3 a3 173 1,163.8
Accumulated depreciation - {40.0) {296.1) - (336.1)
Net book value $ 169 $ 1783 § 5152 § 1173 $ 827.7

Changes in net book value:

Capital expenditures 0.3 7.3 £5.8 (34.9) 385

Retirements and sales - - {(1.2) - (1.2)
Depreciation - (12.0} (44.5) - (56.5)
Impairment - (16.7) (54.3) - (71.0)
Other movements - - 52 - 5.2

Fereign cuirency translation adjustments - - 13.7 - 13.7

Total changes 03 21.4) (15.3) {34.9) (71.3)
Balance at 31 March 2008:

Cost 17.2 208.9 840.5 824 11490

Accurmnulated depreciation - {52.0) {340.6) - (392.6}
Net book value § 172 $ 1569 $ 499.9 $ 824 $ 7564

Construction in progress consists of plant expansions and upgrades.




tnterest related to the construction of major facilities is capitalised and
included in the cost of the assel to which it refates. Interest capitalised
was US$0.6 million, US$5.3 million and US$5.7 million for the years
ended 31 March 2008, 2007 and 2008, respectively. Depreciation
expense for continuing operations was US$56.5 million, US$50.7
million and US$45.3 million for the years ended 31 March 2008,
2007 and 2006, respectively.

Included in property, plant and equipment are restricted assets of the
AICF with a net book value of US$0.6 million and US$0.4 million as
of 31 March 2008 and 2007, respectively.

Asset Impairments

The Company recorded an asset impairment charge of US$13.4 million
for the year ended 31 March 2006 related to the closure of its pilot
roofing plant. This asse! impairment charge was recorded in the
Company's Other segment. The impaired assets include buildings and
machinery, which were reduced fo their estimated fair value based on
valuation methods including quoted market prices and discounted
fuiure cash flows.

{0n 31 October 2007, ihe Company announced plans to suspend
production at its Blandon, Pennsylvania plant in the US. The Company
recorded an asset impairment charge of US$32.4 million in the year
ended 31 March 2008 in its USA Fibre Cement segment. The impaired
assets include buildings and machinery, which wera reduced to their
estimated fair value based on valuation methods including quoted
market prices and discounted future cash flows. These assets are being
held for use by the Company. Since the date of the announcement
through 31 March 2008, the Company has incurred US$1.4 million of
closure related costs. The closure related costs are not included in the
asset impairment charge of US$32.4 millien and have been included
in cost of goods sald and selling, general and administrative expenses
in the period incurred.

The Company iecorded an asset impairment charge of US$25.4 million
in {he year ended 31 March 2008 in its Other segment, related to the
closure of its Plant Gity, Florida Hardie Pipe plant. The impaired assets
include buildings and machinery, which were reduced to their estimated
fair value based on valuaticn methods including quoted market prices
and discounted future cash flows. These assets are being held for use
by the Company.

The Company recorded an asset impairment charge of US$13.2 million
in the year ended 31 March 2008 relaled to buildings and machinery
utilised to produce materials for the Company's producis. This asset
impairment was recorded in its USA Fibre Cement segment. The
impaired assets were reduced to their estimated fair value based on
valuation meihods including quoted market prices and discounted
future cash flows. These assets are being held for use by the Company.

8. ACCOUNTS PAYABLE AND
ACCRUED LIABILITIES

Accounts payable and accrued liabilities consist of the
following components:

31 March
{Millions of US daliars) 2008 2007
Trade creditors $ 137 § 577
Other creditors and accruals 33.9 431
Total accounts payable and accrued liabilities $ 107.6  $ 1008
9. SHORT AND LONG-TERM DEBT
Debt consists of the following components:

31 March
{Millions of US dollars) 2008 2007
Shont-term debt $ 800 $ 830
Long-term debt 174.5 105.0
Total debt’ $ 2645 $ 1830

1 Tota! debt at 3.63% and 5.91% weighted average rates at 31 March
2008 and 2007, respectively.

At 31 March 2008, the Company's credit facilities currently consist of;

Total  Principal

Description Facility Drawn

(US$ millions)

364-day facilities, can be drawn in USS,
variable interest rates based on LIBOR pius
margin, can be repaid and redrawn untit
December 2008

$ 1100 § 900

Term facilities, can be drawn in US$, variable
interest rates based on LIBOR plus margin,
¢an be repaid and redrawn until June 2010 2450 1745

Term facilities, can be drawn in USS, variable
interest rates based on LIBOR pius margin,
can be repaid and redrawn until February 2011 450 -

Term facilities, can be drawn in USS,

variable interest rates based on LIBOR

plus margin, ¢an be repaid and redrawn

until February 2013 90.0 -

Total $ 4900  § 2645

For all facilities, the interest rate is calculated two business days prior
to the commencement of each draw-down period based on the US$
London Interbank Offered Rate (“LIBOR”) plus the margins of individual
lenders and is payable at the end of each drawn-down period. The
Company paid commitment fees in the amount of US$0.4 million and
US%0.7 million, respectively for the years ended 31 Maich 2008 and
2007. At 31 March 2008, there was US$264.5 millien drawn under the
combined facilities and US$225.5 million was available.
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Short-term debt at 31 March 2008 and 31 March 2007 comprised
US$90.0 millien and US$83.0 million, respectively, ¢rawn urder the
364-day facilities. Long-term debt at 31 March 2008 and 31 March
2007 comprised US$174.5 million and US$105.0 million, respectively,
drawn under the term facilities.

Al 31 March 2008, management believes that the Company was in
compliance with all restrictive covenants contained in its credit facility
agreements. Under the most restrictive of these covenants, the Company
(i} is required to maintain certain ratios of indebtecness to equity which
do not exceed certain maximums, exclucing assets, fiabilities and other
balance sheet items of the AICF, Amaba Pty Limited, Amaca Pty Limited,
ABN 60 Pty Limited and Marlew Mining Pty Limited, (ii} must maintain
a minimum fevel of net worth, excluding assets, liabilities and other
balance sheet items of the AICF, (iii} must meet or exceed a minimum
ratio of earnings before interast and taxes 1o net interest charges,
excluding all income, expense and other profit and loss statement
impacts of the AICF, Amaba Pty Limited, Amaca Pty Limited, ABN 60 Pty
Limited and Marlew Miring Pty Limited and (iv} has limits on how much
it can spend on an annual basis in relation to asbestos payments to the
AICF. Such Iimits are consistent with the contractual liabilities of the
Performing Subsidiary and the Company under Amendment FFA,

The Gompany anticipates being able to meet its fulure payment
obligations for the next 12 months from existing cash, unutilised
committed facilities and anticipated future net operating cash flows.

10. NON-CURRENT OTHER LIABILITIES

Non-current other liabilities consist of the following components:

31 March
(Millions of US dollars) 2003 2007
Employee entitlements $ 64 3 19
Uncertain tax positions 123.7 0.7
Other 57.4 28.6
Total non-current other liabilities $ 187.5 $ 41.2

11. PRODUCT WARRANTIES

The Company offers various warranties on its products, including

a 50-year limited warranty on cerlain of its fibre cement siding products
in the United States. A typical warranty program requires the Company
to replace defective products within a specitied time period from the
date of sale. The Company records an estimate for future warranty
related costs based on an analysis of actual historical warranty costs
as they relate to sales. Based on this analysis and other factors,

the adequacy of the Company’s warranty provisions are adjusted as
necessary. Whiie the Company's warranty costs have historically been
within its calculated estimates, it is possible that future warranty costs
could differ from those estimates.

Additionally, the Company includes in its accrual for product warranties
amounts for a Class Acticn Settlement Agreament (the “Settlement
Agreement”) related to its previous roofing products, which are no
longer manufactured in the United States. On 14 February 2002, the
Company signed the Settlement Agreement for all product, warranty
and property related liability claims associated with these previously
manutactured roofing products. These products were removed from the
marketplace between 1995 and 1998 in areas where there had been any
alleged problems, The total amount included in the product warranty
provision relating to the Settlement Agreement is US$2.7 million and
[#5$3.5 million as of 31 March 2008 and 2007, respectively.

The following are the changes in the product warranty provision:
Years Ended 31 March

(Millions of US dollars} 2008 2007
Balance at beginning of period $ 152 § 155
Accruals for product warrantiss 10.2 44
Settlements made in cash or in kind (7.9) (4.9)
Foreign currency translation adjusiments 0.2 0.2
Balane at end of period $ 177 § 152

The “Accruals for product warranties” line item above includes a
reduction in the accruat of US$0.5 million and an additional accrual

of US3$2.0 million for the years ended 31 March 2008 and 2007,
respectively, related to the Settlement Agreement. The “Settlements
made in cash or in kind” ling item above includes settlements related to
the Settlement Agreement of US$0.3 million and US$0.2 miltion for the
years ended 31 March 2008 and 2007, respectively.




12. ASBESTOS

The Amended FFA to provide long-term funding to the AICF was approved by shareholders in February 2007. The accaunting policies utilised by

the Company to account for the Amended FFA are described in Note 2, Summary of Significant Accounting Policies.

Asbestos Adjusiments
The asbestos adjustments included in the consolidated statements of operations comiprise the following:

Years Ended 31 March

(Millions of US dollars) 2008 2007 2006
Change in estimates:
Change in actuarial estimate — asbestos liability $ (175.0) ¢ 503 $ -
Change ir actuarial estimate — insurance receivable 27.4 (22.8) -
Change in estimate — AICF claims-handling cosis (6.5) 08 -
Change ir estimate — other 1.2 - -
Subtotal — Change in estimates (152.9) 285 -
Effect of foreign exchange {87.2) (94.5) -
Tax impact refated to the implementation of the Amended FFA - (335.0 -
Initial recording of provision at 31 March 2006 - - (7115.6)
(Other adjustments - (4.5) -
Total Ashestos Adjusiments $ (240.1) $ {4055) $ (715.6)

Asbestos-Related Assets and Liabilities

Under the terms of the Amended FFA, the Company has included on its consolidated balance sheets certain asbestos-relaied assets and liabilities.
These amounts are detailed in the {able below, and the net total of these asbestos-related assets and liabilities is commonly referred to by the

Company as the “Net Amended FFA Liabiiity”.

31 March
(Millions of US dallars) 2008 2007
Ashestos liahility — current $ (78.7) $ (635)
Asbestos liability — non-current (1,497.8) (1.225.8)
Ashestos liability — Total {1,576.5) (1,289.3)
Insurance receivable — current 141 9.4
Insurance receivable — non-current 194.3 165.1
Insurance receivable — Total 208.4 1745
Workers' compensation asset — current 6.9 2.7
Workers’ compensation asset — non-current 78.5 76.5
Workers' compensation liability — current (6.9) (2.7
Workers' compensation liability — non-gurrent (78.5) {76.5)
Workers' compensation — Total - -
Defarred income taxes — current 9.1 78
Deferred ingome {axes — non-current 397 .1 318.2
Deferred income taxes — Total 406.2 326.0
Income fax payable {reduction in income tax payable) 20.4 9.0
{Other net liabilities (3.4) {6.3)
Net Amended FFA liability {944.9) (786.1)
Restricted cash and cash equivalents and restricted short-tarm investment asssts of the AICF 115.1 146.9
Urfunded Net Amended FFA liability $ (829.8) $ (639.2)
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Ashestos Liability

The amount of the asbestos liability reflects the terms of the Amended FFA, which has been calculated by reference to (but is not exclusively based
upon} the most recent aciuarial estimate of the projected future ashestos-related cash flows prepared by KPMG Actuaries. The asbestos liability also
includes an allowance for the future claims-handling costs of the AICF. The Company will receive an updated actuarial estimate as of 31 March each

year. The last actuarial assessment was performed as ¢f 31 March 2008.

The changes in the asbestos liability for the year ended 31 March 2008 are detailed in the table below:

A3 A$ to USS Uss
Millions rate Millions
Asbestos liability — 31 March 2007 A$  (1,598.1} 1.2395 $ (1,280.3)
Asbestos claims paid? 74.3 1.1503 64.6
AICF ctaims-handling costs incurred? 28 1.1503 24
Change in actuarial estimate? (190.8) 1.0903 (175.0)
Change in estimate of AICF claims-handling costs? (7.1} 1.0903 (6.5)
Etfect of foreign exchange (17210
Asbestos liability - 31 March 2008 A$ {1,718.9) 1.0903 $ (1,576.5)
Insurance Receivahle — Ashestos
The changes in the insurance receivable for the year ended 31 March 2008 are detailed in the table below:
A$ A$ to USS Us$
Millions rate Millions
Insurance receivable — 31 March 2007 AS 2163 1.2395 $ 1745
Insurance recoveries! (19.2) 1.1503 (16.7)
Change in estimate? 0.2 11782 0.2
Change in actuarial estimate? 29.9 1.0903 274
Efiect of foreign axchange 23.0
Insurance receivable —= 31 March 2008 A  227.2 1.0903 $ 208.4
Deferred Income Taxes - Ashestos
The changes in the deferred income taxes — asbestos for the year ended 31 March 2008 are detailed in the table below:
A3 A$ to US$ USs
Millions rate Millions
Deferred tax assets - 31 March 2007 A$ 4041 1.2395 $ 326.0
Amounts offset against incorme fax payable? (11.1) 1.1503 (9.6)
impact of change in actuarial estimaies? 50.4 1.0903 46.2
Impact of other asbestos adjustments? (0.5) 1.1503 (0.4)
Effect of foreign exchange 440
Deferred tax assets — 31 March 2008 A$ 4429 1.0903 $ 406.2

¥ The average exchange rate for the period is used to converi the Austratian dollar amount to US dollars based on the assumption that these

transactions occurred evenly throughout the period.

2 The spot exchange rate at 31 March 2008 is used to convert the Australian dollar amount to US dollars as the adjustment to the estimate was

made on thal date.

3 The spot exchange rate ai 30 June 2007 is used to convert the Australian dollar amount to US dellars as the adjustment to the estimate was

made on that date.




Income Tax Payable

A portion of the deferred income tax asset is applied against the Company's income tax payable. Al 31 March 2008 and 2007, this amount
was US$20.4 million and US$9.0 million, respectively. During the year ended 31 March 2008, there was a US$1.7 million favourable effect

of foreign exchange.
Other Net Liabilities

Other net liabilities include a provision for asbestos-related education and medical research contributions of US$3.3 mitlion and US$4.6 million
at 31 March 2008 and 2007, respectively. Also included in other net liabilities are the other assets and liabilities of the AICF including trade

receivables, prepayments, fixed assets, trade payables and accruals. These other assets and liabilities of the AICF were a net liability of

US$0.1 million and US$1.7 million at 31 March 2008 and 2007, respectively. During the year ended 31 March 2008, ihere was a US$1.0 million
favourable adjustment related to changes in estimates of the other net liabilities and a US$0.5 million unfavourable effect of foreign exchange.

Restricted Cash and Short-term Investment Assets of the AICF

Cash and cash equivalents and short-term invesiments of the AICF are reflected as restricted assets as these assets are restricted for use in the
setitement of asbestos claims and payment of the operating costs of the AICF. During the year ended 31 March 2008, no shoni-term investments

were purchased or sold.

The changes in the restricted cash and cash equivalents and restricted short-term investment assets of the AICF for the year ended 31 March 2008

are defailed in the table below:

A A% to USS uss
Millians rale Millions

Restricted cash and cash equivalents and restricted short-term

investment assets — 31 Maich 2007 AR 1821 1.2395 $ 1469
Ashestas claims paid’ (74.3) 1.1503 (64.6)
AICF operating costs paid - claims-handling® {(2.8) 1.1503 (2.4)
AICF operating costs paid — nen claims-handling' {4.6) 1.1503 {4.0)
Insurance recoveries 19.2 1.1503 16.7
Interest and investment income! 10.8 11503 94
Unrealised loss on investments! (5.1} 11503 {4.4)
Other! 0.2 11503 0.2
Effect of forgign exchange 17.3
Restricted cash and cash equivalents and restricted short-term

investment assets — 31 March 2008 A$ 1255 1.0903 $ 1151

1 The average exchange rate tor the period is used to convert the Australian dellar amouni to US dollars based on the assumption that these

transactions occurred evenly throughout the period.
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Actuarial Study: Claims Estimate

The AICF commissioned an updated actuarial study of potential
asbestos-related liabilities as of 31 March 2008. Based on KPMG
Actuaries' assumptions, KPMG Actuaries arrived at a range of possible
total cash flows and proposed a central estimate which is intended to
reflect an expected outcome. The Company views the central estimate
as the basis for recording the asbestos liability in the Company's
financial statements, which under US GAAP, it considers the best
estimate under SFAS No. 5. Based on the results of these studies,

it is estimated that the discounted {(but inflated) valua of the central
estimate for claims against the Former James Hardie Companies

was approximately A$1.4 billion (US$1.3 billion). The undiscounted
(but inflated} value of the central estimate of the asbestos-related
liabilities of Amaca and Amaba as determined by KPMG Actuaries
was approximately A$3.0 bitlion (US$2.8 billion). Actual liabilities

of those companies for such claims could vary, peshaps materially,
irom the central estimate described above. The asbestos liability
includes projected future cash flows as undiscounted and uninflated
on the basis that it is inappropriate 1o discount or inflate future cash
{tows when the timing and amounts of such cash {lows is not fixed or
readily determinable.

The asbestos Jiability has been revised to reflect the most

recent actuariat estimate prepared by KPMG Actuaries as of 31 March
2008 and to adjust for payments mace to claimants during the year
ihen ended.

In estimating the potential financial exposure, KPMG Actuaries

made assumptions related to the total number of claims which were
reasonably estimated to be asserted through 2071, the typical cost of
settlement (which is sensitive to, among other factors, the industry
in which a plaintiff claims exposure, the alleged disease type and the
jurisdiction in which the action is brought), the legal costs incurred
in the litigation of such claims. the rate of receipt of claims, the
seltlement strategy in dealing with outstanding claims and the timing
of settlements.

Further, KPMG Actuaries relied on the data and information provided
by the AICF and assumed that it is accurate and complete in all
material respecis. The actuaries lested the data for reasonableness and
consistency but have not verified the information independently nor
established the accuracy or completeness of the data and information
provided or used for the preparation of the repart.

Due to inherent uncertainiies in the iegal and medical envirenment,
the number and timing of futura claim notifications and settlements,
the recoverability of claims against insurance contracts, and estimates
of future trends in average claim awards, as well as the exient to which
the above named entities will contribute to the overall seitlements,

the aciual armount of [iability could differ materially from that which

is currently projected.

A sensitivity anafysis has been performed to determine how the
actuarial estimates would change if certain assumptions (i.e., the rate
of inflation and superimposed inflation, the average costs of claims and
legal fees, and the projected numbers of claims) were different from

the assumplions used to determine the central estimates. This analysis
shows that the discounted (but inflated) central estimates could be in a
range of A$1.0 billion (US$0.9 billion) 1o A$2.1 billion (US$1.9 billion)
{undiscounted, but inflated, estimates of A$1.9 billion (US$1.7 billion})
1o A$5.4 billion {US$5.0 billion}), as of 31 March 2008, It should

be noted that the actual cost of the liabilitiss could be outside of that
range depending on the results of actual experience relative to the
assumptions made.

The potential range of costs as estimated by KPMG Actuaries is
affected by a number of variables such as nil seftlement rates {wheie no
settlement is payable by the Former James Hardie Companies because
the claim settlement is borne by other asbestes defendants (other than
the former James Hardie subsidiaries) which are held liable}, peak
year of claims, past history of cfaimg numbers, average settlement
rates, past history of Australian asbestos-refated medical injuries,
curreni number of claims, average defence and plaintiff legal costs,
base wage inflation and superimposed inflation. The potential range of
losses disclosed includes beth asserted and unassered claims. While
no assurances can be provided, the Company believes that it is likely
ta be able to partially recover losses from various insurance carriers.
As of 31 March 2008, KPMG Actuaries’ undiscounied central estimate
of asbestos-related liabilities was A$3.0 billion {LiS$2.8 billion).

This undiscounted (but inflated) central estimate is net of expected
insurance recoveries of A$497.8 million {US$456.6 millian) after
making a general credil risk allowance for bad debt insurance carriers
and an allowance for A$72.7 million (US$66.7 million) of “by claim”
or subrogation recoveries from other third parties. In accordance with
FIN 39, the Company has not netled the insurance receivable against
the asbestos liability on its consolidated balance sheets.

Claims Data

The AICF provides compensation payments for Australian asbestos-
related personal injury claims against the Liable Entities. The claims
data in this section are only reflective of these Australian asbestos-
related personal injury claims againsi the Liable Entities.

For the years ended 31 March 2008, 2007 and 2006, the following
table, provided by KPMG Actuaries, shows the claims filed, the number
of claims dismissed, seftled or otherwise resolved for each period and
the average seitlement amount per claim:




Years Ended 31 March

2008 2007 2006
Number of claims filed 552 463 346
Humber of claims dismissed 74 121 97
Number of claims settled or otherwise resolved 445 416 405
Average setilement amouni per settled claim AS$ 147,349 A$ 166,164 AS 151,883
Average seftlement amount per settled claim US$ 128,096  US$ 127165 LSS 114,322

The following table, provided by KPMG Actuaries, shows the activity related to the numbers of epen claims, new claims and closed claims during
each of the past five years and the average settlement per settled claim and case closed:
Years Ended 31 March

2008 2007 20067 2005 2004
Number of open claims ai beginning of period 490 564 712 687 743
Number of new ¢laims 552 463 346 489 379
Number of closed claims 519 537 502 464 435
Number of open claims at end of period 523 490 556 72 687
Average settlement amount per settled claim A% 147,349 A% 166,164 A% 151,883 A% 157,594 A$ 167450
Average settlement amount per case closed A$ 126,340 A$ 128,723 A% 122535 A$ 136,536 A% 121,642
Average settlement amount per settled claim US$ 128,096  1jS$ 127163  US$ 114318  US$ 116572  US$ 116,123
Average settlement amount per case closed US$ 109,832  US$ 98510 USE 92229  USH 100996  USE 84,356

! Information includes claims data for only 11 months ended 28 February 2006. Claims data for the 12 months ended 31 March 2006 was not
available af the time the Company's financial statements were prepared.

Under the terms of the Amended FFA, the Company has obtained rights of access 1o actuarial informatian produced for the AICF by the actuary
appointed by the AICF {the "Approved Actuary™). The Company’s fulure disclosures with respect to claims statistics are subject to it obtaining such
informatien from the Approved Actuary. The Company has had no genera! right (and has not obtained any right under the Amended FFA) to audit or
otherwise require indapendent verification of such information or the methodologies to be adopted by the Approved Actuary. As such, the Company
wilt need to rely on the accuracy and compteteness of the information and analysis of the Approved Actuary when making futuze disclosures with
respect to ¢laims statistics.
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13. COMMITMENT AND CONTINGENCIES

ASIG Proceedings

In February 2007, ASIC commenced civil proceedings in the Supreme
Cour of New South Wales {the "Court") against the Company,

ABN 60 and ten then-present or former officers and direclors of the
James Hardie Group. While the subjact matter of the allegations varies
between individual defendants, the allegations against the Company
are confined to alleged contraventions af provisions of the Australian
Corporations Act/Law relaiing to coniinucus disclosure, a director’s
duty of care and diligence, and engaging in misleading or deceptive
conduct in respect of a security.

In the proceedings, ASIC seeks:
— declarations regarding the alleged contraventions;

— orders ior pecuniary penalties in such amount as the Court thinks fit
up to the limits specified in the Gorporations Act;

— orders that former James Hardie group directors ar officers Michael
Brown, Michael Gillfillan, Meredith Hellicar, Martin Koffel, Peter
Macdonald, Philip Morley, Geoffrey O'Brien, Pster Shafron, Gregory
Terry and Peter Willcox be prehibited from managing an Australian
corporation for such period as the Gourt thinks fit;

- an order that the Company execute a deed of indemnity in favour of
ABN 60 providing that the Company indemnify ABN 60 for an amount
up to a maximum of A$1.9 billion, for such ameunt as ABN 60, or its
directors, consider, after giving careful consideration, is necessary
1o ensure that ABN 60 is able to pay iis debts, as and when they fall
due, and for such armount as ABN 60, or its directors, reasonably
believe is necessary to ensure that ABN 60 remains solvent; and

— its costs of the proceedings.

The Company is defending each of the allegations made by ASIC and
the orders sought against it in the proceedings, as are the other former
directors and officers.

ASIC has indicated that its investigations into other related
matters continue and may result in further actions, both civil and
criminal. However, it has not indicated the possibie defendants to
any such actions.

The Company has entered into deeds of indemnity with certain of

its directors and officers, as is common practice for publicly listed
companies. The Company’s articles of association also contain an
indemnity for directors and officers and the Company has granted
indemnities Lo certain of its former related corporate bodies which may
require the Company to indemnify those entities against indemnities
they have granted their directors and officers. To date, claims for
paymenis of expenses incurred have been received from certain former
directors and officers in refation to the ASIC investigation, and in
relation to the examination of these persons by ASIC delegates. Now
that proceedings have been brought against former directors and
officers of the James Hardie Group, the Company has and will continue
to incur further costs under these indemnities which may be significant.
Initially, the Company has obligations, or has offered, to advance funds
in respect of defence costs and such advances have been and will
continue to be made, Currently, a partion of the defence costs of former
directors are being advanced by third parties, with the Campany paying
the balance. Based upon the information available to it presently, the
Company expects this to continue absent any finding of dishonesty
against any former director or officer. The Company notes that other
recoveries may be availatle, depending upon the outcome of the

ASIC proceedings, including either as a resuit of a costs order being
made against ASIC or, if ASIC is successiul in securing civil penalty
declarations, as a result of repayments by former directors and officers
in accordance with the terms of their indemnities. It is the Company's
policy to expense legal costs as incurred.

There remains censiderable uncertainty surrounding the likely outcome
of the ASIC proceedings in the longer term and there is a possibility
that the Company could become respensible for other amounts in
addition to the defence costs, However, af this stage, the Company
believes that although such amounts are reasonably possible, the
amount or range of such amounts are not estimatle.




Environmental and Legal

The operations of the Company, like those of other companies engaged
in simifar businesses, are subject 10 & number of federal, state and
local laws and regulations on air and water quality, waste handling and
disposal. The Company’s policy is to accrue for environmental costs
when it is determined that it is probable ihat an obligation exists and
the amount can be reasonably estimated. In the opinan of management,
based on information presently known except as set forth above, the
ultimate liability for such matters should not have a material adverse
efiect on either the Company's consolidated financial position, results
of operations or cash flows.

The Company is involved from time to time in various legal
proceedings and administrative actions incidental or related to the
nosmal conduct of its business. Although it is impossible 1o predict
the outcome of any pending legal proceeding, management belisves
that such proceedings and actions should not, excepi those items
specifically described within these consolidated financial statements,
individually or in the aggregate, have a material adverse effect on its
consolidated financiat pasition, results of operations or cash flows,

Operating Leases

As the lessee, the Company principaliy enters inlo property, building
and equipment leases. The following are future minimum lease
payments for non-cancellable operating leases having a remaining
term in excess of one year at 31 March 2008:

Years ending 31 March: (Milligns of US dollars)

2009 $ 148
2010 133
2011 124
2012 12.0
2013 86
Thereafter 56.7
Total $ 117.8

Rental expense amounted to US$10.2 million, US$12.1 million
and US$12.5 miltion for the years ended 31 March 2008, 2007 and
2006, respectively.

Capital Commitments

Commitments for the acquisition of plant and equipment and other
purchase obligations, primarily in the United States, contracted for but
not recognised as liabilities and generally payable wiihin one year, were
US$9.0 milfion at 31 March 2008.

Readers are referred to Note 12 Asbestos and Note 15 Amended
ATQ Assessment for additional disclosures of commitments
and contingencies.

14. INCOME TAXES

Income tax expense includes income taxes currently payable
and those deferred because of temporary differences between the
financial statement and tax bases of assets and liabilities. Income
{ax (expense} benefit for continuing operations consists of the
{ollowing components:
Years Ended 31 March
2008 2007 2006

{Loss) income from continuing

operations before income taxes:

Domestic! $ 801 $ 1109 § 1137
Foreign (115.6) {204.0) (548.8)

(Loss) income from continuing
operations before income taxes $ (35.5) § (93.1)  $(435.1)

Income tax {expense) benefit:

Current:
Domestic! $ (71) & 04 & (90
Forgign {(102.1} {63.7) (91.5)

Current income fax expense {109.2} {63.3) {100.5)

Deferred:

Domestic! (0.2) 0.1 (0.3)
Foreign 73.3 307.1 29.2
Deferred income tax benefit 73.1 307.2 289

Total income tax (expense)

bengfit for continuing operations $ (36.1) $ 2438  § (71.6)

1Since JHI NV is the Duteh parent holding company, domestic
represents The Netherlands.
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Income tax (expense) bengfit computed at the statutory rates represents taxes on income applicable to all jurisdictions in which the Campany
conducts business, calcutated as the statstory income tax rate in each jurisdiction muttiplied by the pre-tax income attributable to that jurisdiction,

Income tax (expense) benefit from continuing operatiens is reconciled to the tax at the statutory rates as follows:

Years Ended 31 March

(Millions of US doltars) 2008 2007 2006
Income 1ax benefit computed at statutory {ax rates $ 7.8 $ 162 $ 1210
US siate income taxes, net of the federal benefit {1.9) {6.5) (7.1
Asbestos pravision - 242.0 (214.7)
Asbestos — effect of foreign exchange (27.5) (24.1) -
Benefit from Dutch financial risk reserve regime 7.3 8.1 12.7
Expenses not deductible (3.2) 1.7 (3.4)
Non-assessable items 2.7 18 14
Losses not available for carryforward (1.4) (32 (2.6)
Change in reserves (18.5) 10.4 -
Result of tax audits - - 207
Change in tax law - 30 -
QOther items (1.4) (2.1) 0.4
Toiat income tax (expense) benefit $ (36.1) $ 2439 $ (71.6)
Effective lax rate 101.7% 262.0% 16.5%
Deferred tax balances cansist of the following components;
31 March
{Millions of US doliars} 2008 2007
Deferred tax assets:
Asbestos liability $ 406.2 $ 3260
Other provisions and accruals 27.0 333
Net operating loss carryforwards 6.3 78
Capital loss carryforwards 40.0 3H2
Taxes on iniellectual property transfer 6.5 6.5
Prepayments 2.9 75
Other 0.8 -
Total deferred tax assets 489.7 416.3
Valuation allowance (45.1) {39.7)
Total deferred tax assets, net of valuation allowance 444.6 376.6
Deferred tax liabilities:
Property, plant and eguipment (93.4) (108.4)
Foreign currency movernents (15.2) (5.2)
Other - {0.1)
Total deferred tax liabilities (108.6) (113.7)
Nei deferred tax liabilities $ 336.0 $§ 2629

Under SFAS No. 109, “Accounting for Income Taxes”, the Company
establishes a valuation allowance against a deferred tax asset if it

is more likely than not that some portion or all of the deferred tax
assel will not be realised. The Company has established a valuation
allowance pertaining lo 2!l of its Australian net operating loss
carryforwards and all of its Australian capital loss carryforwards. The
valuation allowance increased by US$5.4 million during the fiscal year

2008 due to foreign currency movements.

At 31 March 2008, the Company had Australian tax loss carryforwards
of approximately US$17.7 million that will never expire. At 31 March
2008, the Campany had a 100% valuation allowance against the

Australian tax loss carryforwards.

At 31 March 2008, the Company had US$133.2 million in Australian
capital loss carrylorwards which will never expire. Al 31 March 2008,
the Company had a 100% valuation allowance against the Australian

capital toss carryforwards.




At 31 March 2008, the undistributed earnings of non-Dutch
subsidiaries approximated US$744.7 million. The Company intends to
indefinitely reinvest these earnings, and accordingly, has not provided
for taxes that would be payable upon remitiance of those earnings.

The amount of the potential defesred tax liability related to undistributed
Barnings is Impracticable to determine at this time.

Due to the size of the Company and the nature of its business, the
Company is subject to ongoing reviews by taxing jurisdictions on
various tax matters, including challenges to various positions the
Company asserts on its income tax returns. The Company accrues for
tax contingencies based upon its best estimate of the taxes ultimately
expected to be paid, which it updates over time as more information
becomes available. Such amounts are included in taxes payable or
other non-cursent fiabilities, as appropriate. If the Company ultimatety
determines that payment of these amounts is unnecessary, the
Company reverses the liability and recognises a tax benefit during the
period in which the Company determines that the liability is no longer
necessary. The Company records additional tax expense in the period
in which it determines that the recarded tax liability is less than the
uliimate assessment it expects.

Infiscal years 2008, 2007 and 2006, the Gompany recorded income
tax benefit of nil, US$10 4 millien and US$20.7 million, respectively,
as a result of the finafisation of certain tax audits (wheseby certain
matters were seftled), the expiration of the statute related to certain tax
positions and adjustments 1o income tax balances based on the filing
of amended income tax returns, which give rise to the benefit recorded
by the Company.

The Company or one of its subsidiaries fites income ax returns in the
US federal jurisdiction, and various states and foreign jurisdictions
incfuding Australia and The Netherlands. The Company is no longer
subject to US federal examinations by US IRS for tax years prior to

and including tax year 2004, The Company is no longer subject 1o
examinations by The Netherlands tax authority, for tax years prior {o tax
year 2002. With certain limited exceptions, the Company is no longer
subject to Australian federal examinations by the ATC for tax years
prior to tax year 2000. The Company is currently subject to audil and
ieview in a number of jurisdictions in which it operates and has been
advised that furher audits will commence in the next 12 months. In
particutar, the IRS is currently conducting an audit to determine whether
the Company is in comptiance with the revised US — Netherlands Tax
Trealy Limitations (New US-NL Treaty) on Benefits ("LOB") provision
that entitles it fo beneficial withholding tax rates on payments from the
US to The Netherlands.

On 23 June 2008, the Company announced that the IRS had issued it
with a Notice of Proposed Adjusiment (“NOPA") that concludes that

the Company does not satisfy the LOB provision of the New US-NI.
Treaty and that accordingly it is not entitled to beneficial withholding

tax rates on payments from the Company’s United States subsidiaries
to its Netherlands companies. The Company dogs nct agree with the
conclusions reached by the (RS, and the Company intends to contest
the IRS' findings through the continuing audit process and, if necessary,

through subsequent administrative appeals and possibly [itigation. If the
IRS position ultimatety were to prevail, the Company would be liable for

a 30% withhotding tax on dividend, interest and royalty paymenis made
any time on or after 1 February 2006 hy the Company's US subsidiaries
to JHI NV or the Company's Dutch finance subsidiary. in that event, the
Company estimates that it would owe approximately US$37.0 million in
additional tax for calendar years 2006 and 2007 plus, as of 30 June 2008,
15330 million in interest and US$7.0 million in penalties related to that
fax. Interest will continue 10 accrue and compound daily at the published
monthly Federal short-term rate plus 3% unti! the issue is resolved or 2
deposit of the full amount of the tax, interest and penallies is made with
the IRS or a bend for such amounts is posted. Penalties for calendar
years 2006 and 2007 will continue to accrue at ihe rate of ene-half
percent per month up to a maximum of 25%. The US$7.0 million accrued
penalty through 30 June 2008 could continug to accrue to a maximum
1otal of US$13.0 milfion. Additional tax, interest and penalties would be
payable for fater calendar years and such amounts could be significantly
more per year in later years than the amounts indicated in the NOPA for
calendar years 2006 and 2007.

In addition, the ATC is auditing the Company’s Australian income tax
returns for the years ended 31 March 2002 and 31 March 2004 through
31 March 2006. On 18 June 2008, the ATO commenced proceedings in
ihe Federal Court of Australia (“Federal Court”) seeking the reinstatement
of ihe Cornpany’s former wholly-owned subsidiary James Hardie Australia
Finance Pty Limited ("JHAF"). The Federal Court will further consider the
reinstatement of JHAF on 18 July 2008. JHAF was deregistered on 23
August 2005 following a subsidiary's voluntary winding up. The Company
understands that the reinstatement of JHAF is a necessary pre-requisite to
the AT( issuing an amended assessmerd in respect of one of the issues
that has been the focus of the ATO's inquiries during the tax audit of fiscal
year 2002. The Company understands that it is the view of the ATO that
an amended assessment issued to JHAF would comprise primary tax of
A$101.5 million (US$93.1 millien), estimated penalties of A50.8 million
(US$46.6 million) and as of 30 June 2008 estimated GIC charges of
A$88.0 million {US$80.7 million). GIC will continue to accrue until the
issue is resolved or a bond is posted. Any reinstatenent of JHAF would
be likely to involve the appointment ¢f a new liquidator, who would need
{o determine, among other things, whether and to what extent JHAF was
able lo put itself in a position to meet any ultimate tax liability assessed

in respect of it. The Company is considering s position with respect to
the ATO proceedings, the merits of the potential amended assessment and
any obligations of JHAF 1o the ATQ given its prior winding up.

It is anticipated that the audits and reviews currently being conducted
will be completed within the next 24 months. Of the audits currenily
being conducted, none have progressed suificiently to predict their
ultimate outcome. The Company accrues income tax liabilities for these
audits based upon knowledge of all relevant facis and circumstances,
taking into account existing tax laws, its experience with previous audits
and seitlements, the status of current tax examinations and how the tax
authorities view certain issues.
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The Company currently derives significant tax benefits under the US-
Netherlands tax treaty. The treaty was amended during fiscal year 2005
and became effective for the Company on 1 February 2006. The amended
treaty provides, among other things, new requirements that the Company
must meet for the Company to continue to qualify for treaty benefits and
ils effective income tax rate. During fiscal year 2006, the Cempany made
changes to its organisational and cperational structure to satisty the
requirements of the amended treaty and believes that it is in compliance
and should cortinue qualifying for treaty benefits. However, if during a
subsequent tax audit or related process, the IRS determines that these
changes do not meet the new requirements, the Company may not
qualify for treaty benefits, its effective income tax rate could significantly
increase beginning in the fiscal year that such determination is made and
it could be liab'e for taxes owed from the effective date of the amended
treaty provisions.

In June 2006, the FASB issued FASB Interpretation No. 48 (“FIN

48", “Accounting for Uncertainty in Income Taxes, an interpretation

af SFAS No. 109, Accounting far Income Taxes”. FIN 48 clarifies the
accounting for uncertainty in income taxes recognised in an enterprise's
financial statements in accordance with SFAS No. 109, Unlike SFAS
No. 109, FIN 48 prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a
tax position taken or expected to be taken in a fax return. Additicnally,
FIN 48 provides guidance on derecagnition, classification, interest and
penalties, accounting in interim periods, disclosure and dransition.

The Company adopted FIN 48 on 1 April 2007. The adoption of FIN

48 resulted in the reduction of the Company's consolidated beginning
retained earnings of US$78.0 miltion. As of the adoption date, the
Company had US$39.0 million of gross unrecognised iax benefits that, if
recognised, would aifect the effective tax rate. As of the adoption date, the
Company’s opening accrual for inerest and penalties is US$39.7 million.

During the fourth quarter of fiscal 2008, the Company identified an error in the FIN 48 liability presented in its consolidated financial statements

for the quarterly periods ended 30 June 2007, 30 September 2007 and 31 December 2007. The Company incarrectly recorded ihe interest expense
associated with the potentiat tax liability at the gross amount rather than net of tax. The impacted financial statement ling items were correctly stated
for the year ended 31 March 2008. Management has concluded that the errcrs are not material to the financial statements for those periods and that
the quarterly financial statenent filings for those periods can continue to be relied upon. A summary of the revisions are as follows:

First Quarter Ended Second Cuarter Ended Third Quarter Ended
{Millipns of US dollars) 30 June 2007 30 September 2007 31 December 2007
Previously Previously Previously

Reported Revised Reported Revised Reported Revised
Income tax expense $ (34 § (}/6 $ (2760 § (%68) $ {89 $ (8.0
Nt income 394 309 19.1 199 17.1 18.0
Total liabilities 2,070.1 2,056.2 2,085.5 2.070.2 22085 2192.3
Total other comprehensive income 46.2 LY 10.2 12.3 339 36.0
Sharehoiders' equity (deficit) 147.7 161.6 112.4 127.7 {52.6) (36.4)

A reconciliation of the beginning and ending amount of unrecognised tax benelits is as follows:

Millions of dollars Uss
Unrecognised tax benefits at 1 April 2007 $ 390
Additions for tax positions of the current year 13
Additions for tax positians of pricr year 16.0
Foreign translation adjustiment 56

Unrecognised tax benefits at 31 March 2008 $ 61.9

The Company recognises peralties and interest accrued related to unrecognised tax benefits in income tax expense. During 2008, the tetal amount
of interest and penalties recognised in tax expense was US$7.3 million.

As of 31 March 2008 the total amount of unrecognised tax benefits and the total amount of interest and penalties accrued related to unrecognised
tax benefits that, if recognised, would affect the effective tax rate is US$61.9 million and US$47.0 million, respectively.

A number of years may efapse before an uncertain tax position is audited and ultimately settled. It is difficult to predict the ultimate outcome or the
timing of resolution for uncertain tax positions. It is reasonably possible that the amount of unrecognised tax benefits could significantly increase
or decrease within the next twelve months. These changes could result from the settlement of engoing litigation, the completion of engoing
examinations, the expiration of the statute of limitations, or other circumstances. At this time, an estimate of the range of the reasanably possible
change cannot be made.




15. AMENDED ATO ASSESSMENT

In March 2006, RCI, a wholly-owned subsidiary of the Company,
received an amended assessment from the ATO in respect of RCI's
income tax return {or the year ended 31 March 1999. The amended
assessment relates 1o the amount of net capital gains arising as a
result of an internal corporate restructure carried out in 1998 and has
been issued pursuant to the discretion granted to the Commissioner of
Taxation under Part IVA of the Ausiralian Income Tax Assessment Act
1936. The original amended assessment issued to RCI was for a total
of A$412.0 miltion. However, after two remissions of general interest
charges ("GIC™) made by ihe ATO during fiscal year 2007, the total was
revised to A$368.0 million and is comprised of the fotlowing as of 31
March 2008:

{Miltions of dollars) Usg! A$
Primary tax after allowable credits $ 1578  A$ 1720
Penalties? 39.4 430
General interest charges 140.3 153.0

Total amended assessment $ 33715 A$ 368.0

11S$ amounts calculated using the AS/USS foreign exchange spot
rate & 31 March 2008.
2 Represents 25% of primary fax.

During fiscat year 2007, the Company agreed with the ATO that in
accordance with the ATQ Receivable Policy, the Company would

pay 50% of the total amended assessment being A$184.0 millign
(US$168.8 milfion), and provide a guarantae from James Hardie
Industries N.V. in favour of the ATQ for the remaining unpaid 50%
of the amended assessment, pending ouicome of the appeal of the
amended assessment. The Company also agreed to pay GIC accruing
on the unpaid balance of the amended assessment in arrears on a
quarterly basis. tUp to 31 March 2008, GIC totalling A$95.2 million
has been paid to the ATO. On 15 April 2008, the Company paid
A$3.3 million in GIC in respect of the quarter ended 31 March 2008.

0On 30 May 2007, the ATO issued a Notice of Decision disallowing the
Company's abjection to the amended assessment. Cn 11 July 2007,
the Company filed an application appealing the Objection Decision
with the Federal Court of Australia. The hearing date for RCI's triaf is
presently scheduled for 8 Decermber 2008.

RCI strongly disputes the amended assessment and is pursuing all
avenues of appeal to contest the ATO's positton in this matter. The

ATO has confirmed that RCI has a reasonably arguable position that
the amount of net capital gains arising as a result of the corporate
restructure carried out in 1998 has been reported correctly in the fiscal
year 1999 {ax return and that Part IVA does not apply. As a resul, the
ATO reduced the amount of penalty from an automatic 50% of primary
tax that would otherwise apply in these circumslances, to 25% of
primary tax. In Austratia, a reasonably arguable pasition means ihat
the tax position is about as likely to be correct as it is not correct.

The Company and RCI received legal ana tax advice at the time of

the transaction, during the ATO enquiries and foliowing receipt of the
amended assessment, The Company beligves that it is more likely than
not that the tax position reported in RCI's tax return for the 1999 fiscal
year will be upheld on appeal. Tharefore, the Company believes that the
requirements under FIN 48 for recording a liability have not been met
and therefore it has not recorded any liability at 31 March 2008 for the
amended assessment.

The Company expects that amounts paid in respect of the amended
assessment will be recovered by RCI (with interest) at the time RC is
suecessfud in its appeal against the amended assessment. As a result,
the Company has treated all payments in respect of the amended
assessment that have been made up to 31 March 2008 as a deposit
and it is the Company’s intention to treat any payments to be made at
a |ater date as a deposit.

16. STOCK-BASED COMPENSATION

Al 31 Maich 2008, the Company had the fellowing stock-based
compensation plans; the Executive Share Purchase Plan; the Managing
Board Transitional Stock Option Plan; the JHI NV 2001 Equity Incentive
Plan; the Supervisory Board Share Plan 2006 and the Long-Term
Incentive Plan.

Executive Share Purchase Plan

Prior to July 1998, James Hardie Industries Limited ("JHIL™) issued
stock under an Executive Share Purchase Plan (the “Plan”). Under

the terms of the Plan, eligible executives purchased JHIL shares

at their market price when issued. Executives funded purchases

of JHIL shares with non-recourse, interest-iree loans provided by

JHIL and collateralised by the shares. In such cases, the amount of
indebtedness is reduced by any amcunts payable by JHIL in respect

of such shares, inclucing dividends and capital returns. These loans
are generally repayable within two years after termination of an
executive’s employment. Variable plan accounting under the provisions
of Accounting Principles Board (“APB”) Opinion No. 25, “Accounting
for Stock Issued to Employees,” has been applied to the Executive
Share Purchase Plan shares granted prior to 1 April 1995 and fair value
accounting, pursuant to the requirements of SFAS No. 123R, has been
applied to shares granted after 31 March 1995. The Company recorded
no compensation expense during the years ended 31 March 2008, 2007
and 2006. No shares were issued under this plan during years ended
31 March 2008, 2007 and 2006.

Managing Board Transitional Stock Option Plan

The Managing Board Transitional Stock Option Plan provides an
incentive to the members of the Managing Board. The maximum
number of ordinary shares that may be issued and outstanding or
subject to outstanding options under this plan shall not exceed
1,380,000 shares. At 31 March 2008 and 2007, there were 1,320,000
options outstanding under this plan.

On 22 November 2005, the Company granted options to purchase
1,320,000 shares of the Company's common stock at an exercise price
per share equal to A$8.53 to the Managing Directors under the Managing
Board Transittonal Stock Option Plan. As sei aut in the plan rules, the
exercise price and the number of shares availahle on exercise may be
adjusted on the occurrence of certain events, including new issues, share
splits, rights issues and capital reconstructions. 50% of these options
become exercisable on the first business day on or after 22 November
2008 if the total sharehclder returns (“TSR") (essentially its dividend
yield and common stock performance) from 22 November 2005 to that
date were at least equal to the median TSR for the companies comprising
the Company’s peer group, as set out in the plan. In addition, for each
1% increment that the Company’s TSR is ahove the median TSR, an
additional 2% of the options become exercisable. If any options remain
unvested on the last business day of each six month period following

22 November 2008 and 22 November 2010, the Company will reapply
the vesting criteria to those options on that business day.
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JHI NV 2001 Equity Incentive Plan

On 19 October 2001 {the grant date), JH! NV granted options to purchase 5,468,829 shares of the Company's common stock under the JHI NV
2001 Equity Incentive Plan (the “2001 Equity Incentive Plan") {o key US executives in exchange for their previously granted Key Management Equity
Incentive Plan {“KMEIP"} shadow shares that were originally granted in November 2000 and 1999 by JHIL. These options may be exercised in five
equal tranches (20% each year} starting with the first anniversary of the original shadow share grant.

QOctober 2001
QOriginal Shadow Share Grani Date Original Exercise Price Number of Options Granted Option Expiration Date
November 1999 A$ 382 1,968,544 November 2009
November 2000 A$ 378 3,500,285 November 2010

As set out in the plan rules, the exercise prices and the number of shares available on exercise ave adjusted on the occurrence of ceilain events,
including new issues, share splits, rights issues and capital recenstructions. Consequently, the exercise prices were reduced by A$0.21, A$0.38
and A$0.10 for the November 2003, November 2002 and December 2001 returns of capital, respectively.

Under the 2001 Equity Incentive Plan, additional grants have been made at fair market value io management and other employees of the Company.
Each option confers the right to subscribe for one ardinary share in the capital of JHI NV. The opiions may be exercised as iollows: 25% after ihe
first year; 25% after the second year; and 50% after the third year. All unexercised options expire 10 years from the date of issue or 90 days after the
employee ceases to be employed by the Company.

The following table summarises the additional eption grants:

October 2001

Share Grant Date (Original Exercise Price Number of Options Granted Option Expiration Date
December 2001 A$ 565 4248417 December 2011
December 2002 A% 666 4,037,000 December 2012
December 2003 A% 7.05 6,179,583 December 2013
December 2004 A$ 599 5,391,100 December 2014
February 2005 AS 630 273,000 February 2015
December 2005 A$ 890 5,224,100 December 2015
March 2006 A$ 950 40,200 March 2016
Novamber 2006 A$ 840 3,499,490 Navember 2016
March 2007 A% 890 179,500 March 2017
March 2007 A% B35 151,400 March 2017
December 2007 A$ 6.8 5,031,310 December 2017

As set out in the plan rules, the exercise prices and the number of shares available on exercise may be adjusied on the otccurrence of certain

events, inctuding new issues, share splits, rights issues and capital reconstructions. Consequently, the exercise prices on the December 2002 and
December 2001 aption grants were reduced by A$0.21 for the November 2003 return of capital and the December 2001 option grant was reduced by
A$0.38 for the November 2002 raturn of capital,

The Gompany is authorised te issue 45,077,100 shares under the 2001 Equity Incentive Plan.




JHI NV Stock Appreciation Rights Incentive Plan

On 14 December 2004, 527,000 stock appreciation rights were granted
under the terms and conditions of the JHI NV Stock Appreciation
Rights Incentive Plan {*Stock Appreciation Rights Plan”) with an
exercise price of A$5.99. In April 2005, 27,000 stock appreciation
rights were cancelled. In December 2006, 250,000 of these stock
appreciation rights vested and were exercised at A$8.99, the closing
price of the Company’s stock on the exercise day. In December 2007,
the remaining 250,000 of these slock appreciation rights vested and
were exercised at A$6.52, the closing price of the Company’s stock on
the exercise day. These rights are accounted for as stock appreciation
rights under SFAS No. 123R and, accordingly, compensaticn expense
of US$0.1 miltion, US$0.5 million and US$0.5 million was recognised
in the years ended 31 March 2008, 2007 and 2006, respectively.

Supervisory Board Share Plan

At the 2002 Annual General Meeting, the Company's shareholders
approved a Supervisory Board Share Plan (“SBSP"), which required

that all non-executive directors on the Joint Board and Supervisory
Board receive shares of the Company's common stock as payment for a
portion of their director fees. The SBSP required that the directors take at
least US$10,000 of their fees in shares and allowed directors 1o receive
additicnal shares in lieu of fees at their discretion. Shares issued undes
the US$10,000 compulsory component of the SBSP were subject to

a two-year escrow that required members of the Supervisory Board fo
retain those shares for at least two years following issue. The issue price
for the shares is the market value at the time of issue. No loans were
entered into by the Company in relation to the grant of shares pursuant
ta the SBSP. During fiscal year 2007, this plan was replaced with the
Supervisory Board Share Plan 2006. All remaining shares issued under
the SBSP were released from escrow in November 2007.

Supervisory Board Share Plan 2006

At the 2006 Annual General Meeting, the Company’s shareholders
approved the replacement of its SBSP with a new plan called the
Supervisory Board Share Plan 2006 ("SBSP 2006"). Participation by
members of the Supervisory Board in the SBSP 2006 is not mandatory.
The SBSP 2006 allows the Company te issue new shares or acquire
shares on the market on behalf of the participant. The total remungration
of a Supervisory Board member will take into account any participation
in the SBSP 2006 and shares under the SBSP 2006. At 31 March 2008,
61,792 shares had been acquired under this plan.

Long-Term Incentive Plan

At the 2006 Annual General Mesting, the Company's shareholders
approved the establishment of a Long-Term Incentive Plan (“LTIP") to
provide incentives to members of the Company's Managing Board and
to certain members of its management (“Executives”). The shareholders
also approved, in accordance with certain LTIP rulgs, the issue of
options in the Company to members of the Company's Managing Board
and to Executives. In November 2006, 1,132,000 options were granted
under the LTIP to the Managing Board. In August 2007 an additional
1,016,000 options were granted 1o the Managing Board under the LTIP.
The vesting of these aptions are subject fo ‘performance hurdles' as
outlined in the LTIP rules. Unexercised options expire 10 years from
ihe date of issue. At 31 March 2008, there were 2,148,000 options
outstanding under this plan.

Valuation and Expense Information Under SFAS No.123R
The Company accounts for stock options in accordance with the fair
value pravisions of SFAS No. 123R, which requires the Company
to estimate the value of stock options issued based upen an option-
pricing model and recognise this estimaied value as compensation
expense over the periods in which the options vest.

The Company sstimates the fair value of each option grant on the date

of grant using either the Black-Scholes option-pricing rmodel or a Yattice
model that incorporates a Monte Carto Simulation {the “Mente Carlo
method"}. Options granted under the 2001 Equity Incentive Plan and the
Managing Board Transitional Stock Option Plan are valued using the
Black-Scholes option-pricing model since the vesting of these options is
based solely on a requisite service condition. Options granted under the
LTIP were valued using the Monte Carlo method since vesting of these
options requires that certain target ‘performance hurdles are achieved.

The determination of the fair value of stock-based payment awards

on the date of grant using an option-pricing model is affected by our
stock price as we!l as assumptions egarding a number of complax and
subjective variables. These variables include our expected stock price
volatility over the term of the awards, aclual and projected employee
stock option exercise behaviours, risk-fres rate and expected dividends.
We estimate the expected term of options granted by calculating the
average term from our hisforical stock aplion exercise experience.

We estimate the volatility of our common steck based on historicai daity
stock price volatility. We base the risk-free interest rate on US Treasury
noles with terms similar to the expected term of the options. We
calculate dividend yield using the current management dividend policy
at the time of option grant.
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The following table includes the weighled average assumptiens and weightec average fair values used for grants valued using the Black-Scholes
oplion-pricing model during the year ended 31 March:

2008 2007 2006
Dividend yield 5.0% 15% 0.9%
Expected volatility 30.0% 28.1% 27.9%
Risk freg interest rate 3.4% 4.6% 4.5%
Expecied life in years 44 5.1 56
Weighted average fair value at grant date A$ 1.13 AS 240 A} 278
Number of stock options 5,031,310 3,830,3%0 6,584,300

The following table includes the weighted average assumptions and weighted average fair values used for grants valued using the Monte Garlo
methed during the year ended 31 March:

2008 2007 2006
Dividend yield 5.0% 1.6% N/A
Expected volatility 321% 28.1% N/A
Risk free interest rate 4.2% 46% N/A
Weighted average fair value at grant date AS 3.14 A$ 330 N/A
Number of stock optians 1,016,000 1,132,000 N/A

Compensation expense arising from stock option grants as estimated usirg option-pricing modsls was US$7.7 mitlion, US$5.8 million and
US$5.9 millian for the years ended 31 March 2008, 2007 and 2006, respectively. As of 31 March 2008, the unrecorded deferred stock-based
compensation balance related to stock options was US$9.6 mitlion after estimated forfeitures and will be recognised over an estimated weighted
average amortisaticn period of 1.5 years.

General Share-Based Award Information
The following table summarises all of the Company's shares available for grant and the mavement in all of the Company’s outstanding options:

Qutstanding Options

Weighted Average

Shares Available for Grant Number Exercise Price

Balance at 31 March 2006 19,836,233 19,513,257 A$ 699
Newly Authorised 3,000,000 -

Granted (4,962,390 4,962,390 AS 842

Exercised - (3,988,880) A$ 596

Forfeited 1,546,950 (1,546,950 A$ 770

Balance at 31 March 2007 19,420,793 18,939,817 A$ 752
Newly Authorised - -

Granted {6,047 310) 6,047,310 A$ 662

Exercised - {606,079) A$ 633

Forfeited 2190811 {2,140,811) A$ 779

Balance at 31 March 2008 15,564,294 22,190,237 A$ 7.29

The total infrinsic value of stock options exercised was A$1.2 million, A$10.3 milfion and A$11.5 million for the years ended 31 March 2008, 2007
and 2006, respectively.

The weighted average grant-date fair value of stock options granted was A$1.47, A$2.61 and A$2.78 during the years ended 31 March 2008, 2007
and 2006, respectively.

Windfall tax benefits realised in the United States from stock optians exercised and included in cash flows from financing activities in the consolidated
statements of cash flows were nil, US$1.8 million and US$2.2 million for the years ended 31 March 2008, 2007 and 2006, respectively.




The iollowing table summarises outstanding and exercisable options as of 31 March 2008:

{In Australian dollars} Options Outstanding Options Exercisable

Weighted Weighted Weighted

Average Average Aggregate Average Aggregale
Exercise Remaining Exercise Intrinsic Exercise Intrinsic
Price Number  Life {in Years) Price Value Number Price Value
A$3.09 409,907 26 AR 309 A% 1295306 409,907 A$ 309 A3 1295306
313 100,435 1.6 313 313,357 100,435 313 313357
5.06 660,582 a7 5.06 787,017 660,582 5.06 787,017
599 2,745,625 6.7 5.99 713,862 2,745,625 599 713,862
6.30 93,000 6.9 6.30 - 93,000 6.30 -
6.38 4,822 398 97 6.38 - 14,286 6.38 -
6.45 901,500 46 6.45 - 901,500 6.45 -
705 2,280,750 5.7 7.05 - 2,280,750 7.05 -
783 1,016,000 94 7.83 - - - -
8.35 151,400 9.0 8.35 - 37,850 8.35 -
8.40 3,747,340 86 8.40 - 686,349 8.40 -
853 1,320,000 1.7 8.53 - - - -
890 3,901,100 7.7 8.90 - 2,000,425 8.90 -
9.50 40,200 79 9.50 - 20,100 9.50 -

Total 22,190,237 1.7

A$ 7.29 A$3,109,542

9,950,809 A$ 6.83 A$ 3,109,542

The aggregate intrinsic value in the preceding table represents the total pre-tax intrinsic value based on stock options with an exercise price less
than the Company's closing stock price of A$6.25 as of 31 March 2008, which would have been received by the option holders had those aption

holders exercised their options as of that date.

17. SHARE REPURCHASE PROGRAM

On 15 August 2007, the Company announced a share repurchase
program of up io 10% of the Company's issued capital, approximately
46.8 million shares. The Company repurchased 35.7 million shares of
common stock during the year ended 31 March 2008. The repurchased
shares had an aggregae cost of A$236.4 million (US$208.0 million)
and the average price paid per share of common stock was A$6.62
(US$5.83). The US dollar amounts were determingd using the weighted
average spot rates for the days on which shares were purchased. The
Company had not purchased any shares during the period betwesn

1 April 2008 and the date of this report. The Company officially
cancelled 35.0 million shares on 31 March 2008.

18. FINANCIAL INSTRUMENTS

Foreign Gurrency

As a multinational corporation, the Company maintains significant
operations in foreign couniries. As a result of these activities, the
Company is exposed 1o changes in exchange rates which affect its
results of operations and cash flows.

The Company purchases raw materials and fixed assets and sells some
finished product far amounts deneminated in currencies other than the
functiona! currency of the business in which the related transaction is

generated. In order to protect against foreign exchange rate movements,

the Company may enter into forward exchange contracts timed to
mature when setilement of the underlying transaction is due to occur.
At 31 March 2008, there were no material contracls outstanding.

Credit Risk

Financial instruments which potentially subject the Company to credit
risk consist primarily of cash and cash egquivalents, investmenis and
trade accounts receivable.

The Company maintains cash and cash equivalents, investments

and ceriain other financial instrumenis with various major financial
institutions. At times, these financial instruments may be in excess of
insured limits. To minimise this risk, the Company performs periodic
evaluations of the relative credit standing of these {inancial institutions
and, where appropriate, places limits on the amount of credit exposure
with any one institution.

The Company is exposed to lesses on forward exchange contiacls in
the event that counterparties fail to deliver the contracted amount, The
credit exposure to the Company is calculated as the mark-to-market
value of alt contracts outstanding with that counterparty. At 31 March
2008 and 2007, tolal credit exposure arising from forward exchange
contracts was nol material.

Credit risk with respect to trade accounts receivable is concentrated due
to the concentration of the distribution channels for the Company’s fibre
cementi products. Credit is extended based on an evaluation of each
customer's financial condition and, generally, collateral is not required,
The Company has historically not incurred significant credit losses.
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Fair Values

The carrying values of cash and cash equivalents, shori-term investments, accounts receivable, short-term borrowings and accounts payable and
accrued liabilities are a reasonable estimate of their fair value due to the short-term nature of these instruments. The jollewing table summarises the
estimated fair value of the Company’s long-term debt (including current portion of long-term debt);

31 March
(Millions of US dollars) 2008 2007
Carrying Fair Carrying Fair
Value Valee Value Value
Long-term debt:;
Floating $ 1745 $ 1745 $ 105.0 $ 105.0
Fixed - - - -
Total $ 1745 $ 1745 $ 1050 $ 1050

Fair values of long-term debt were determined by reference to the 31 March 2008 and 2007 market values for comparably rated debt instruments.

19. OPERATING SEGMENT INFORMATION AND CONCENTRATIONS OF RISK

The Company has reparted its operating segment information in the format that the operating segment information is available to and evaluated by
the Managing Board of Directors. USA Fibre Cement manufactures and sells fibre cement interior linings, exterior siding and refated accessories
products in the United States. Asia Pacific Fibre Cement includes all fibre cement manufactured in Australia, New Zealand and the Philippines and
sold in Australia, New Zealand and Asia. Research and Devetopment represents the cost incurred by the research and devetopment centras. Other
includes the manufacture and sale of fibze cement reinforced pipes in the United States, fibre cement operations in Eurepe and roofing operations in
ihe United States. The roofing plant was closed and the business ceased operations in April 2006. On 22 May 2008, the Company announced plans
i0 cease production at its Plant City, Florida Hardie Pipe plant in the US. The Company’s operating segments are strategic operating units that are
managed separately due to their different products andfor geographical location.

Operating Segments

The {ollowing are the Company’s operating segments and geographical information:
Net Sales to Customers?
Years Ended 31 March

{Millions of US dollars) 2008 2007 2006
USA Fibre Cement $ 1,1448 $ 12623 $ 12184
Asia Pacific Fibre Cement 298.3 251.7 2418
QOther 25.7 28.9 28.3
Worldwide total $ 1,468.8 $ 15429 $ 14885

Loss Befare Income Taxes
Years Ended 31 March

{Millions of US dollars) 2008 2007 2006
{JSA Fibre Cement?3 $ 268.0 $ 3624 $ 3426
Asia Pacific Fibre Cement? 50.3 39.4 4.7
Research and Development? {18.1) (17.1} (15.7)
Other* {32.8) {9.3) {26.5)
Segments total 267.4 3754 3421
General Corporate®® {(304.0) {462.0) (777.0)
Total operating toss {36.6) (86.6) (434.9)
Net interest income {expense)’ 1.1 {6.5) {0.2)
Worldwide total $§  (355) $ (931) § (431

Total Identifiable Assets
Years Ended 31 March

(Millions of US dollars) 2008 2007
UUSA Fibre Cement $ 8358 $ 8930
Asia Pacific Fibre Cement 218.3 1993
Research and Development 13.9 10.9
Other 10.6 4156
Segments total 1,078.6 1,144.8
General Corporate®? 1,101.3 983.3
Worldwide total $ 21799 $ 212841




Geographic Areas Net Sales to Customers!
Years Ended 31 March

{Millions of US dollars) 2008 2007 2006
USA $ 1,15341 $ 12794 $ 12337
Australia 198.6 169.0 164.5
New Zealand 67.3 54.4 536
Other Countries 49.8 40.1 36.7
Worldwide total $ 1,468.8 $ 15429 $ 14885

Total Identifiable Assets
Years Ended 31 March

(Millions of US dollars} 2008 2007
USA $ 846.6 $935.7
Australia 139.0 127.1
New Zealand 26.1 231
Other Countries 66.9 589
Segments total 1,078.6 11448
General Corporate< 1,101.3 983.3
Worldwide total $ 2,179.9 $ 21281

1 Export sales and inter-segmental sales are not significant.

2 Resgarch ang development costs of US$7.4 million, US$10.8 million and US$13.2 million in fiscal yezrs 2008, 2007 and 2006, respectively,
were expensed in the USA Fibre Cement segment. Research and development costs of US$1.6 million, US$1.8 million and US$2.3 millign in
fiscal years 2008, 2007 and 2006, respectively, were expensed in the Asia Pacific Fibre Cement segment. Research and development costs of
1S$18.0 million, US$13.0 million and US$12.3 million in fiscal years 2008, 2007 and 2006, respectively, were expensed in the Research and
Development segment. Research and Development costs of US$0.3 mitlion, US$0.3 miilion and US$0.9 million in fiscal years 2008, 2007 and
2006, respectively, were expensed in the Other segment. The Research and Development segment alsa included selling, general and administrative
expenses of US$0.1 million, US$4.1 million and US$3.4 million in fiscal years 2008, 2007 and 2006, respectively.

Research and deveiopment expenditures are expensed as incurred and in total amounted te US$27.3 millien, US$25.9 million and
5%28.7 million for the years ended 31 March 2008, 2007 and 2008, respectively.

3 |ncluded in USA Fibre Cement for the year ended 31 March 2008 are asset impairment charges of US$45.6 million.

4 Included in the Other segment for the years ended 31 March 2008 and 2006 are asset impairment charges of US$25.4 million and US$13.4 million,
respectively.

® The principal components of General Corporate are officer and employee compensation and related benefiis; professional and legal fees;
adminisirative costs; and rental expense, net of rental income, on the Company's corporale offices. Also included in General Corporate are
unfavourable asbestos adjustments of US$240.1 million, U5$405.5 miltion and US$715.6 million in fiscal years 2008, 2007 and 2006,
respectively and AICF SG&A expenses of US$4.0 million, nil and nil in fiscal years 2008, 2007 and 2006, respectively.

% Includes casts of nil, US$13.6 million and US$17.4 million for SCI and other related expenses in fiscal years 2008, 2007 and 2008, respectively.

T 'The Company does not report net interest expense for each operating segment as cperating segments are not held directly accountable for interest
expense. Included in net interest income (expense) is AICF inerest income of US$9.4 millian, nil and nil in fiscal years 2008, 2007 and 2006,
respectively. See Note 12.

® The Company does not report deferred tax assets and liabilities for each operating segment as operating segments are not held directly
accouniable for deferred income taxes. All deferred income taxes are included in General Corporate.

¥ Ashestos-refated assets at 31 March 2008 and 31 March 2007 are US$817.1 million and US$727.6 million, respectively, and are included in
the General Corporate segment, See Note 12,
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Concentrations of Risk

The distribution channels for the Company’s fibre cement produets are concentrated, If the Company were to lose one or more of its major
customers, there can be no assurance that the Company will be able to find a replacement. Therefore, the loss of one or more customers could have
a material adverse effect on the Company's consolidated financial position, results of aperations and cash flows. The Company has three majar
customers that individually account tor over 10% of the Company’s net sales.

These three customers’ accounts receivable represented 42% and 58% of the Company’s trade accounts receivable at 31 March 2008 and 2007,
respectively. The follewing are gross sales generated by these three customers, which are all frem the USA Fikre Cement segment;

Years Ended 31 March

{Milliens of US dollars) 2008 2007 2006

% % %
Customer A $ 4313 27.9 $ 4463 26.7 $ 4262 35.0
Customer B 108.2 7.0 1723 10.3 168.5 13.8
Customer C 167.3 10.8 168.9 101 156.6 129
Total $ 706.8 $§ 7875 $ 7513

Approximately 22% of the Company’s fiscal year 2008 net sales from continuing operations were derived from outside the United States.
Conseguently, changes in the value of foreign currencies could significantly affect the consolidated financial position, resulis of operations and cash
flows of the Company's non-US operations on translation into US dallars.

20. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

Accumulated other comprehensive income {loss) consists of the following components:

(Millions of US dollars) 2008 2007 2006
Pension and post-retirement benefit adjustments

(ret of US$1.0 million and US$1.2 million tax benefit, respectively) $ (21) $ @2 $ -
Unrealised loss on restricted short-term investments (4.4) - -
Foreign currency translation adjustments 23.4 8.1 (28.4)
Total accumulated other comprehensive income (loss) $ 169 $ 54 $ (284)




21. RELATED PARTY TRANSACTIONS

JHI NV Directors’ and Former Directors’

Securities Transactions

The Company’s Directors {and Former Directors' for the relevant year)
and their director-related entities held an aggregate of 275,426 ordinary
shares and 210,530 ordinary shares at 31 March 2008 and 2007,
respectively, and optiens to acquire 4,750,544 ordinary shares and
3,914,544 ordinary shares at 31 March 2008 and 2007, respectively.

Supervisory Board members {other than Mr J Loudon) on 14 March
2008 participated in an acquisition of shares at A$5.7352, under

the terms of the Supervisory Board Share Plan 2006 which was
approved by JHI NV shareholders on 17 August 2007. Mr ¢ Loudan,
Mr M Hammes and Mr R Chenu also made on market-purchases during
fiscal year 2008. Directors' acquisitions were as follows:

On Market

Purchases/{Sales} SBSP
Supervisory Board directors
M Hammes 9,000 6,859
B Anderson - 6,124
D Andrews - 3903
D DefFosset - 10,377
J Loudon 6,300 -
D McGauchie AG - 5803
R van der Meer - 4410
C Walter AM - 5032
Managing Board directors
L Gries - N/A
R Chenu 5,000 N/A
Former direclors
J Barr - 7,667
B Butterfield {80,000) N/A

Mr B Butterfield separated from the company and resigned as a
Managing Board director eifective 1 October 2007. As a result of
the separation, 90,000 of his 621,000 options to acquire ordinary
shares were cancelled. In December 2007, Mr Butterfield exercised
options to acquire 90,000 additional ordinary shares and sold the
underlying shares.

Other than Mr Butterfield, no Director or Former Director, or their
director-related entities, disposed of any shares in the Company.

The JHI NV dividends paid ta Directors and their related entities were
on 1he same terms and conditions that applied to other holders.

Existing Loans 1o the Company’s Directors and Directors

of James Hardie Subsidiaries

At 31 March 2008 and 2007, loans tofalling US$29,267 and US$30,774,
respectively, were outstanding from certain executive directors or former
directors of subsidiaries of JHI NV under the terms and conditions

of the Executive Share Puichase Plan {the “Plan™). Loans under the
Plan are interest free and repayable from dividend income earned by,

of capital returns from, securities acquired under the Plan, The loans
are collateralised by CUFS under the Plan, No new loans 1o Directors
or executive officers of JHI NV, under the Pian or otherwise, and no
medifications to existing [oans have been made since December 1997.

During fiscal year 2008, rapayments totalling US$5,419 were received
in respect of the Plan from AT Kneeshaw and DAJ Salter. During fiscal
year 2005, an executive director of a subsidiary resigned with loans
outstanding of US$117,688. Under the terms of the Plan, this director
had two years from the date of his resignation to repay such loan. The
Ioan was repaid in full in the year ended 31 March 2007, During fiscal
year 2007, an executive director of a subsidiary resigned with loans
outstanding of US$14,123 and during fiscal year 2008, an executive
director of a subsidiary resigned with loans outstanding of US$16,075.
Under the lerms of the Plan, each loan must be repaid within two years
from the date of their respective resignations.

Payments Made to Directors and Director Related Entities

of JHI NV during the Year

Deputy Chairman DG McGauchie AD is a director of Telstra Corporation
Limited from whom the Company purchases communications services.
Supervisory Board Diveclor R van der Meer is Supervisory Board
director of ING Bank Nederland N.V. and ING Verzekeringen (Insurance)
Nederland N.V. Entities in the ING Group provide various financial
services 1o the Company. All transactions were in accordance with
normal commercial terms and conditions. It is not considerad that these
Directors had significant influence over these transactions.

Payments made to Director and Director Related Entities

of Subsidiaries of JHI NV

The Company has subsidiaries located in various countries, many of
which require that at least one director be a local resident. All payments
described befow arise because of these requirements.

Payments of US$4,507 and US$4,507 for the years ended 31 March
2008 and 2007, respectively, were made to Grech, Vella, Tortell &
Hyzler Advocates. Dr JJ Vella was a director of one of the Company's
subsidiaries. The payments were in respect of legal services and were
negotiated in accordance with usual commercial terms and conditions.

Payments totalling US$5,979 and US$5,364 for the years ended

31 March 2008 and 2007, respectively, were made to Bernaldo, Mirador
and Directo Law Offices. R Bernaldo is a director of a subsidiary of

the Company. The payments were in respect of professional services
and were negoliated in accordance with usual commergial terms

and ¢onditions.
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REMUNERATION OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

Fees Paid to the Independent Registered Pubtic
Accounting Firm
Fees paid to the company’s independent regisiered public accounting
firm for services provided for fiscal years 2008, 2007 and 2006 were
as follows:

Fiscal Years Ended 31 March

(Millions of US dollars} 2008 2007 2006
Audit Fees? $4.2 $ 21 $186
Audit-Related Fees? - 01 0.1
Tax Fees? 4.9 8.0 5.2

All Gther Fees - - -

1 Audit Fees include the aggregate fees for professional services
rendered by the company's independent ragistered public accounting
firm. Professienal services include the audit of annua! financial
statements and services that are normally provided in connection with
statutory and regulatory filings. During fiscal year ended 31 March
2008, total audit faes includes fees for Sarbanes-Oxlsy compliance
testing of US$2.0 million, US$0.8 millicn of which related to
Sarbanes-Oxley compliance testing periormed for fiscal year 2007,
but paid in fiscal year 2008. In addition, during fiscal year ended 31
March 2008, total audit fees includes fees fer statutory reporting of
US$0.8 million, US$0.4 million of which related to statutory reporting
fees performed for {iscal year 2007, but paid in fiscal year 2008.

related services rendered by the company’s independent registered
public accounting firm. The independent registered pubilic accounting
firm did not engage any temporary employees to conduct any portion
of the audit of the company’s financial statements for the fiscal year
ended 31 March 2008.

3 Tax Fees include the aggregate fees billed for tax compliance, tax
advice and tax planning services rendered by the independent
registered public accounting firm.

Audit-Refated Fees include the aggregale fees billed for assurance and

Audit Committee Pre-Approval Policies and Procedures
In accordance with the company's Audil Commitiee's policy and the
requiremnents of the law, all services provided by the independent
registered public accounting firm are pre-approved annually by the

Audit Committee. Pre-approval includes a list of specific audit and non-

audit services in the following categories: audit services, audit-related
services, tax services and other services. Any additional services that
the company may ask its independent registered public accounting firm
te perform will be sef forth in a separate document requesting Audit
Committee approval in advance of the service being performed.

All of the services pre-approved by the Audit Committee are permissible
under the SEC's auditor independance rules. To avoid potential canflicts

of interest, the law prohibits a publicly traded company from obtaining
cerlain non-audit services from its independent registered public

accounting firm. The company obtains these services from other service

providers as needed.

Remuneration of directors and senior executives

A detailed description of the company's policies for Supervisory Board
and Managing Board directors and senior executives, and the link to
perfermance, is set out in the Remuneration Report within the Direclors'
report on pages 46-68 of this annual report.
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The information furnished in the selected quarterly financial dat for the years ended 31 March 2008 and 2007 is unaudited but includes all
adjustments which, in the opinion of management, are necessary for a fair statement of the financial resuls of the respective interim periods. Such
adjustments are of a normal recurring nature. Interim financial statements are by necessity somewhat tentative; judgments are used to estimate
interim amounts for itlems that are normally determinable only on an annual basis.

(Miltions of US dollars)

Year Ended 31 March 2008
By Quarter
First Second Third Fourth

Year Ended 31 March 2007
By Quarter
First Second Third Fourth

Net sales
Cost of goods sold

$ 4244 $3901 § 3414 § 3129
(2575)  (2513) (2243)  (205.7)

$ 4155 $ 4114 $3551 $ 3609
(257.8)  (256.2)  (2288)  (227.1)

Gross profit

Cperating income (loss)

Interest expense

Interest income

Income (loss) from continuing
operations before income taxes

Income tax (expense) benefit

166.9 1388 1171 107.2

75.0 44.7 25.2 {(181.5)
{1.3) (2.5) (2.9 4.4)
18 45 37 2.2

75.5 46.7 260 {183.7)
(364  (276)  (89) 368

157.7 155.2 126.3 1338

Income {lass) irom
continuing operations
Cumulated effect of change
in accounting principle for
stock-based compensation
{net of $0.4 miltion of tax)

381 19. 17.1 {(146.9)

68.9 410 193 (2158)
(5.6) 0.2) {1.5) (4.7)
36 12 02 05
66.9 420 180 (2200)

(323)  (209)  (260) 3231
346 211 80) 1031
0.9 - -

Net income (foss)

$ 391 § 191 $ 17.1 $(146.9)

$ 355 $ 211§ (80) $ 1031

119 James Hardie Annual Report 2008 FINANCIAL STATEMENTS




120 James Hardie Annual Report 2008 FINANCIAL STATEMENTS

Wt 15 R0 0SS T 0 W

(Unaudited, not forming part of the Consolidated Financial Statements)

James Hardie !ndustries NV and Subsidiaries

{Milligns of US dollars} 2008 2007 2006 2005 2004
Profit and Loss Account
Net Sales
USA Fibre Cement $ 1,144.8 $ 12623 § 12184 $ 9392 § 7386
Asia Pacific Fibre Cement 298.3 2517 2418 236.1 219.8
QOther 25.7 289 283 351 235
Worldwide total $ 1,468.8 $ 15429 § 14885 $§ 12104 § 9819
Operating Income
USA Fibre Cement $ 268.0 $ 3624 § 3428 $ 2415 % 1956
Asia Pacific Fibre Cement 50.3 394 a7 468 376
Research and Development (18.1) (171 (15.7} (17.5) (17.6)
Other {(32.9) 9.3) {26.5) (11.8) {15.9)
Segments total 267.4 375.4 3421 259.0 199.7
General Corporate {63.9) {56.5) {61.4) (62.8) (27.5)
Asbestos adjusimenis (240.1) {405.5) {715.6) - -
Total operating (Jess) income (36.6) {86.6) {434.9} 196.2 172.2
Net interest income (expense) 11 {6.5) 0.2} {(5.1) (10.0)
Other (expense) income, net - - - (1.3) 35
{Loss) income from continuing operations before income taxes {(35.5) {93.1) {435.1} 189.8 165.7
Income tax (expense) benefit {36.1) 2439 {71.6) (61.9) {40.4)
Income (loss) from continuing operations $ {71.6) $ 1508 ¢ (50670 § 1279 § 1253
Dividends paid $ 126.2 $§ 421 3 459 % 137 § 229
Balance Sheet
Net current assets $ 183.7 $ 2590 § 1508 ¢ 1802 § 1959
Total assets $ 217948 $ 21280 § 14454 $ 1089 § 9M2
Long-term debt? $ 174.5 $ 1050 $ 1217 $ 1474 § 1650
Shareholders’ (deficit) equity $ (20268) § 2587 § 99 § 6247 § 5047
Other Statistics
Number of employees:
USA Fibre Cement 1,809 1,868 2174 1,820 1,722
Asia Pacific Fibre Cement 834 835 854 892 955
Research and Development 11 101 118 131 17
QOther i)} 90 107 241 245
Corporate 48 50 50 38 34
Total from continwing operations 2,882 2,944 3,303 3122 3,073
Number of shareholders 14,012 14,776 14,679 17,347 22,600
Weighted average number of common shares outstanding:

Basic 455.0 4646 4617 458.9 458.1

Diluted 455.0 466.4 461.7 461.0 461.4
Capital expendiures? $ 38.5 $ 921 $ 1628 $ 1530 § 741
Depreciation and amortisation? $ 56.5 $ 507 3% 453 $ 63 & 364
Dividends paid per share? 27.0¢ 9.0¢ 10.0¢ 30 5.0¢
Return of capital per share® - - - - 15.0¢
Basic earnings {loss) per share — continuing operations® {15.7¢) 32.5¢ (110.0¢) 279¢ 27.4¢
Dituted earnings (loss) per share — continuing operations’ {15.7¢) 32.3¢ {110.0¢) 27.7¢ 21.2¢
Gearing ratio® - 12.8% (1.6)% 6.8% 17.0%

Notes:

' Includes current portion of long term debi. The US$ notes were repaid on 8 May 2006. See Note & on page 97.

Capital investment on property, plant and equipment includes both cash and credit purchases, and is for continuing operations only.
Information for depreciation and amortisaiion is for continuing operations only.

Dividends paid divided by the weighted average number of ordinary and employee shares on issue during the year,

0n 19 November 2003, the Company paid a capilal return of US$0.15 per share to shareholders for a total of US$68.7 million.

On 1 November 2002, the Company paid a capital return of US$0.20 per share to shareholders for a total of $94.8 million.
5 [ncome {l0ss) from continuing operations divided by the weighted average number of ordinary and employee shares on issue during the year.
7 Diluted EPS is similar to basic EPS except that the weighted average number of common shares outstanding is increased to include the number
of additional common shares that would have been outstanding if the dilutive potential common shares, such as optiors, had been issued.
* Borrowings less cash (net debt) divided by net debt plus iotal shareholders equity.




TN WY IV EY R PSRN
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James Hardie Industries NV and Subsidiaries

James Hardie Industries NV voting rights:

As of 20 June 2008 James Hardig Industries NV had on issue 432,948,363 CUFS issued over 432,948,363 ordinary shares held by CHESS
Depositary Nominges Pty L1d (CON) on behalf of 14,012 CUFS holders. Each ordinary share carries the right to one vote. CUFS helders can direct
CON how to vote the ordinary shares on a one vote per CUFS basis. Options carry no voting rights.

James Hardie Industries NV distribution schedule as at 20 June 2008:

CUFS Options

Size of Holding Range Holders Holdings Holders Holdings
1-1,000 5,654 2,873,022 - -
1,001-5,000 6,101 14,967,304 26 71,027
5,001-10,000 1,292 9,287,307 3 248,332
10,001-100,000 855 19,748,625 17 4540224
100,001 and over 110 386,072,105 44 15,193,641
Totals 14,012 432 948,363 218 20,053,224
In the 1-1,600 range, 490 CUFS holders held less than a marketable parcel.
James Hardie Industries NV substantial CUFS hoiders as at 20 June 2008:
Holdings shown below are as disclosed in substantial holding notices lodged with the ASX.

CUFS
Name Holdings Date of Notice %
Lazard Asset Management Pacific Co 65,424,399 24 April 2008 15.11
The Capital Group Companies, Inc 32 960,346 17 March 2006 7.61
Schroder Invesiment Management Ausiralia Limited 31,024,755 8 January 2007 77
Concord Capita! 30,810,723 17 June 2008 712
Suncorp-Metway Limited and its subsidiaries 29,696,066 14 August 2007 6.86
National Australia Bank Lid Group 28,198,184 16 June 2004 6.51
Baillie Gitford & Co and its affifiated companies 245771253 24 December 2007 5.68
Qrion Asset Management Limited 22,659,318 16 May 2008 523
Vanguard Invesiments Australia Lid 22,097,739 3 April 2008 5.10
James Hardie Industries NV 20 largest CUFS holders and their holdings as at 20 June 2008:

CUFS
Name Note Holdings % Position
JP Morgan Nominees Ausiralia Limited 1 99,847 449 23.06 1
National Nominees Limited 1 86,004,272 19.86 2
HSBG Custody (Australia) Nominees Limited 1 55,376,610 12.79 3
Cogent Nominees Pty Limited 1 27171082 6.28 4
Citicorp Nominees Pty Limited 1 23625532 5.46 5
Queensland Investment Corporation 1 15,249,671 352 6
RBC Global Services Australia Nominees Pty Limited ! 9,977,241 2.30 7
Tasman Asset Management Ltd 0.416,232 217 8
ANZ Nominees Limited 1 7,358,090 1.70 9
Australian Foundation Investment Company Limited 5,660,404 1.31 10
UBS Nominees Pty Limited 1 4,593,195 1.06 "
Madingley Mominees Pty Ltd 3,970,709 0.92 12
HSBC Custody Nominges (Australia) Limited-GSCQ ECSA 1 3423662 Q07g 13
Citicorp Nominegs Pty Limited ! 3,407,185 0.79 14
Argo Investments Limited 2,469,000 057 15
Promina Equities Limited 1,955,780 0.45 16
Bond Stret Custodians Limited 1 1,479,378 0.34 17
Millenium Pty Limited 1,418,280 0.33 18
Sheoaks (NSW) Pty Limited 1,224 600 0.28 19
Gonville Pty Ltd 1,099,993 0.25 20
Total 364,728,365 84.23

! Entities which hold interests in the CUFS solely as a nominge or trustee for angther person may have those interests disregarded for the purposes
of ihe takeover and substantial share/CUFS holder provisions contained in the Articles of Asseciation of the Company. Those nominees may hold

CUFS for halders which include the substantial sharghoiders named abave.
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(Not forming part of the Consolidated Financial Statements)

James Hardie Industries NV and Subsidiaries

COMPOSITION OF OUR SHAREHOLDER BASE
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Domicile of Holders

James Hardie Industries NV on-market buy-back

0On 15 August 2007, the company announced a share buy-back
program of up to 10% of the company's issued capitat, approximaely
46.8 million shares. The company repurchased 35.7 million shares of
common stock during the year ended 31 March 2008. The bought-back
shares had an aggregate cost of A$236.4 million (US$208.0 millign}
and the average price paid per share of common stack was A$6.62
{US$5.83}. The US dollar amounts were determined using the weighted
average spot raies for the days on which shares were bought.

The on-market buy-back remains current, but the company had not
purchased any shares during the period between 1 April 2008 and the
date of this reporl. The company officially cancelled 35.0 million shares
on 31 March 2008.

James Hardie Industries NV takeover regime

The Articles of Association of James Hardie Industries NV (JHI NV)
include takeover provisions which seek to reproduce the takeover
regime established by the Corparations Act 2001 {the Australian
Takeavers Code) in a more limited form. The purpose of these
provisions is to easure that the Eggleston principles, which underpin
the Austratian Takeovers Code, are complied with if a substantial
interest is acquired in JHI NV,

In addition to a takeover bid made in accordance with the Artictes of
Association of JHI NV, a merger (which is similar to a Corporations Act
2001 scheme of arrangement) may also be effected under Dutch law.

{a) Outline of the JHI NV takeover regime

The takeover regime contained in the JHI NV Articles of Association
prohibits a person from holding JHI NV shares if, because of an
acquisition of a relevant interest by any person in that share:

{i) the number of JHI NV shares in which any person {including the
holder) directly or indirectly acquires a relevant inferest increases
from 20% or betow to over 20%, or increases from a starting a
starting point that is above 20% and below 90%, of the issued and
the outstanding share capital of JHI NV; or

{ii} the voting rights which any person (including the hoider) directly or
indirectly is entitled to exercise at a general meeting of shareholders
increases from 20% or below to over 20%, or increases from
a starting point that is above 20% and below 50%, of the total
numbes of such voting rights which may be exercised by any persan
at a general meeting of shareholders.

(b) Enforcement

If the prohibition outlined above is breached, JHI NV has several
powers available to it under the Articles of Association to enforce the
breach. These include powers to reguire the disposal of JHI NV shares,
disregard the exercise of votes and suspended dividend rights.

The Supervisory Board may cause JHI NV to exercise these powers
only if it has first obtained a ruling from a court of competent
jurisdiction that a breach of the prohibition has occurred and is
occurring. Alternatively, these powers may be exercised without having
fecourse to the court if the company receives advice to the effect from
a senior corporate barrister or solicitor where the bidder has the right
1o make submissions. The company's right o exercise these powers
by complying with these procedures must be renewed by shareholder
approval every 5 years or they lapse. The last renewal by shareholders
was 25 September 2006.

(c) Substantial Shareholder Notices

The Articles of Association of JHI NV also replicate the substantial
shareholder notice provisions contained in the Australian Takeovers
Caode. Those provisions apply where the votes attached to the shares

in which the person has a relevant interest is equal {o 5% or more of
the total number of votes attaching to all JHI NV shares or CUFS (a
substantial hotding) and require the holder to advise the company and
the ASX oi cerfain information if that persen cblains or ceases to have a
substantial holding, if that person has a substantial holding and there is
a movement of at least 1% in its holding o if that person makes a take-
over bid for the securities of JHI NV,

As with the fakeover bid thresholds, certain nominee and trustee
holdings ¢an be disregarded when considering whether a substantial
shareholder notification requirement applies.

(d) Tracing of beneficial interests

The Anticles of Association alsa include a provision analogous to
that found in the Corporations Act 2001 that gives JHI NV the power
to require the holder of a JHI NV share or JHI NV CUFS to give the
company {or procure any relevant person te give to the company)
within two business days after receiving the notice a statement in
writing setting out certain prascribed details relating to the holder’s
relevant interest.




MAJOR ANNOUNCEMENTS

James Hardie informs the ASX and the SEC of anyihing that mighi
affect the company’s share price. As soon as possible aiter we receive
acknowledgement from the ASX, we post announcements on our
website. Following is a list of the majer announcements made during
fiscal year 2008, Complete announcements are available on our website
al www._jameshardie.com (select Investor Relations, then News).

Calendar 2007

31 Oclober 2007

James Hardie announces plans 1o suspend
production at its Blandan, Pennsylvania, plant
in Nosth America in responsé to the curient US
housing markef conditions.

19 November 2007

Results for Q2 and half year FYOB: James Hardie
announces a US$46.5 million net operating profit,
excluding asbestos, for the guarter ended 30
September 2007, a decrease of 32% compared io
the same period last year.

2 April 2007 James Hardie announces that Don DeFosset
has been appointed Chairman of the
company’s Supervisory and Joint Boards effective

1 April 2007,

28 May 2007 Results for 04 and full year FYO7: James Hardie

today announced 4 US$222.2 million net operating
profit, excluding asbestos adjustments and related
tax benefit, for the full year ended 31 March 2007,

an increase of 6% compared to the prior full year,

15 June 2007 The company's dividend of US 15 cents per share
announced on 28 May 2007 converts to 17.89
Australian cents per CUF, based on the exchange
rate on 14 June 2007,

The Supervisory Board of James Hardie appoints
Catherine Walter to the company's Supervisory and

Joint Boards, effective 1 July 2007,

29 June 2007

7 July 2007 James Hardie announces that it has filed its
annual report on Form 20-F for fiscal year
2007 with the United States' Securities and

Exchange Commission.

James Hardie announces it wili implement an
on-market buy-back program for the purchase of
up to 10% of its issued capital (approximately
46.8 million shares).

15 August 2007

15 August 2007 Results for Q1 FY08: James Hardie announces a
US$68.6 million net operating profit, excluding
asbestos, for the quarter ended 30 June 2007,
an increase of 9% compared to the same period

last year.

3 September 2007  The Supervisery Board of James Hardie appoints
David Andrews to 1he company's Supervisory and
Joint Boards effective 1 September 2007.

24 September 2007 James Hardie advises that Benjamin Butterlield has
resigned as Company Secretary, General Counsel
and member of the Managing Board, effective
1 October 2007.

27 November 2007

James Hardie expresses its contolences to
the family of Mr Bernie Banton, following his
death today.

28 November 2007

James Hardie issues a statement that the allegation
made in an article in the Syaney Daily Telegraph
today 15 wrong and appears to be designed solely
ta incite anger and adverse opinion against

James Hardie,

4 Decemnber 2007

The company's dividend of US 12 cents per share
coverts to 13.71 Australian cents per CUFS, based
on the exchange rate on 4 December 2007.

Calendar 2008

1 February 2008

James Hardie announces that Michael Hammes
is replacing Don DeFosset as Chairman of the
company's Supervisory and Joint Boards effective
31 January 2008.

28 February 2008

Results for Q3 and nine months FYOS: James
Hardie annourices a US$34.1 million net operating
profit, excluding asbestos and impairment of the
Blandon, Pennsylvania facility, for the quarter
ended 31 December 2007, a decrease of 7%
compared 10 the same period last year.
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(Not forming part of the Consolidated Financial Statements) {continued)

James Hardie Industries NV and Subsidiaries

INFORMATION FOR SECURITY HOLDERS

Annual Meeting

The 2008 Annual information Meeting of CUFS holders of James
Hardie Industries NV will be held at The Mint, 10 Macquarie Street,
Sydney, NSW, Australia at 1.00pm Australian Eastern Standard Time
{AEST) on Wednesday, 20 August 2008.

The 2008 AGM will be held at Atrium, 8th floor, Strawinskylaan 3077,
10772X Amsterdam, The Netherlands at 10.00am Central Europe Time
(CET) on Friday, 22 August 2008.

Calendar 2008*

31 Mar__ End of JHI NV Fiscal Year (FY) 2008

22 May  FY0B Quarter 4 and full year results and dividend
announcement and management presentation

4 Jun  Record date for dividend ta be paid on 11 July 2008

4 Jun__ Announcement of dividend in Australian currency eguivalent

30Jun 2008 Annual Report released

11Jul  Dividend payment date for share/CUFS holders

20 Aug  FY09 Quarter 1 results announcement and management
presentation

20 Aug  Annual Information Meeting, Sydney

20 Aug  Direction Forms ¢lose 4.00pm Sycney time for Annual
General Meeling

22 Avg  Annual General Meeting, Amsterdam

17 Nov  FY09 Quarter 2 and half year results arnouncement and
managementi presentation

Calendar 2009*

6Feb  FY09 Quarter 3 and nine months results announcement
and management presentation

31 Mar_ End of JHI NV Financial Year 2009

25May  FY09 Quarter 4 and full year results and
management praseniation

*Future dates are indicative only and may change

Stock Exchange Listings
James Hardie Industries NV's securities are listed on the Australian and
Mew York stock exchanges.

Australia: Australian Securities Exchange

James Hardie Industries NV shares are listed on the
Australian Securities Exchange (ASX} in the form of
CHESS Units of Foreign Securities (or CUFS). CUFS
represent beneficial ownership of JH! NV shares, the legal
ownership of which is held by CHESS Depositary Nominges Pty Ltd.
JHI NV CUFS trade under the code JHX.

New York: New York Stock Exchange inc
JHX Inthe United States, five JHI NV CUFS equal one Bank of
New York-issued American Depositary Receipt (or ADR)
NYSE and trade on the New York Stock Exchange under the
code JHX.

All enquiries and correspondence regarding ADRs should be reierred io
The Bank of New York Mellon, which can be contacled via the website:
www.adrbny.com or contact:

BNY Mellon

Shareowner Services
Church Street Station

PO Box 11258

New York, NY 10286-1258

Telephore within USA: 1-888-BNY-ADRs
Telephone outside USA; 212-815-3700

Email: shareowners@bankoiny.com

Share/CUFS registry

JHI NV's registry is managed by Computershare Investor Services Pty
Limited. All enquiries and correspondence regarding holdings should
be directed {o:

Computershare Investor Services Ply Ltd
Level 3, 60 Carrington Street, Sydney NSW 2000, Australia
or GPQ Box 7045, Sydney NSW 2001, Australia

Telephene within Avstralia: 1300 855 080
Telephone outside Australia; (61 3) 9415 4000
Facsimile: (61 2) 8235 8150

Email: web.queries@compulershare.com.au
Website: www.computershare.com

Payment of dividends and other cash distributions

to share/CUFS holders

Dividends and other cash distributions can be paid by electronic funds
transfer to an Auslralian bank account or by cheque. To participate in
the electronic service, contact Computershare at the above address.

Dutch withholding tax

Dividends paid by JHI NV are subject to Dutch withholding tax.
Further information is available on our website at www.jameshardie.
com under Investor Relations (select Shareholder Services, then
Dutch Withholding Tax).

Disclosura

James Hardie aims 1o ensure the widest possible disclosure of its
activities, using:

— quarterly resulis and management presentations

- webcasting and conference callt facilities that make quarterly results
available to all security holders

— extensive disclosure of financial results as well as delailed
explanations about the key performance drivers

- immediate postings on our website of announcements, results and
information about other material events.

Along with these announcements, the Investor Relations area of our
website {(www.jameshardie.com) contains media releases, results
briefings, management presentations and past annual reporis. There
are also areas where visitors can register to receive email alerts of key
events or announcements. Our formal Disclosure Policy is contained in
the Corporate Governance area of the website.




Annual Report

Security holders must advise the share registry if they want to receive
a printed copy of the annual report. The annual report can be read on
and downloaded from the Investor Relations area of our website at
www._jameshardie.com

Addresses

Investor Relations

Level 3, 22 Pitt Street, Sydney NSW 2000, Australia
Telephone: (+61 2) 8274 5246

Facsimile: (+61 2) 8274 5218

Email: investor.relations@jameshardie.com.au

Website: www.jameshardie.com, select Investor Relations

USA Begional Office

26300 La AMlameda, Suite 100
Mission Viejo, CA 92691 USA
Telephone: (+1 949) 348 1800
Facsimile: (+1 949) 348 4534

Corporate Headguarters

Atrium, 8th Floor, Strawinskylaan 3077
10772X Amsterdam

Company Secretary: Mr Robert Cox
Telephone: (+ 31 20) 301 2586
Facsimile: (+ 31 20} 404 2544

Australian Regional Office

Level 3, 22 Pitt Street, Sydney NSW 2000, Australia
Marcin Firek

Tetephone {+61 2) 8274 5274

Fax (+61 2) 8274 5217

Place of Incorporation

James Hardie Industries NV, ARBN 097 829 895, is incorparaled in
The Netherlands {with Dutch regisiration number 34106455) with
corporate seat in Amsterdam and address at Strawinskylaan 3077,
1077ZX Amsterdam. The liability of its members is limited.

Independent Registered Public Accounting Firm
For fiscal year 2008:

PricewaterhouseCoopers LLP

Los Angeles, California, USA

For fiscal year 2009:
Ernst & Young LLP
San Diego, California USA

Photo Credits

Forward-looking statements

This annual report gontains forward-loaking staternents. We may from time to time
make forward-looking statements in our periodic reports filed with or furnished io the
S SEC, on Forms 20-F and 6-K, in our annual reports to sharehc!ders, in offering
circulars, invitation memoranda and prospettuses, in media releases and other written
materials and in cral statements made by our officers, directors or employees to
analysts, institutional investors, fenders and potential lenders, representatives of the
media and others, Examples of forward-looking statements include:

— expectations about the timing and amount of payments te the AICF, a special purpose
fund for the compensation of praven Australian asbestos-related personal injury and
death claims;

— statenents regarding tax liabilities and related audits and proceedings;

- statements as to the possible cansequences of proceedings brought against us and
cerlain of our former directors and officers by the ASIC;

— axpectations concerning indemnification abligations;

- gxpectations conceming the costs associated with the suspension of operations at
our Blandon, Pennsylvania and Plant City, Florida planis;

— expectations that our credit facilities will be extended or rengwed;
— expectations concerning dividend payments;
— projections of our resulis of operations or financial condilion;

- stalements regarding our plans, objectives or goals, including those refating to
competition, acquisiticns, dispositions and aur producls;

- stalements about our future performance; and
— slatements about product or environmental liabilities.

Words such as “believe,” “anticipate,” “plan,” “axpect,” “intend,” “target,” “estimate,”
“project,” “predict,” “forecast,” "guideline,” “should,” "aim" and similar expressions
are Intended to identity forward-Jooking statements but are not the exclusive means of
identifying such stalements.

Forward-iocking statements inveive inherent risks and uncertainties. We caution that

a number of important factors coutd cause actual resulls to difier materially from the
plans, objectives, expectations, estimates and intentions expressed in such forward-
logking statements. These factars, some of which are discussed under “Key Information
— Risk Factors™ in our Form 20-F, include, but are not limited to: all matters relating
to or arising out of the prior manufacture of products that contained asbestos by current
ang former James Hardie Group subsidiaries; required contributions to the AICF and
the eftect of foreign exchange rates on the amount recorded in our financial stalements
as an asbestos lizbility, compliance with and changes in tax laws and treatments;
competition and product pricing in the markets in which we operale; the consequences
of product failures or defects; exposure to enviranmental, asbestos or other legal
proceedings; general economic and market conditions; the supply and cost of raw
materials; the success of our research and development efiorts; our reliance on a small
number of custormers; risks of conducting business internationally; compliance with
and changes in environmental and health and safety laws; risks of conducting business
internationatly; compliance with and changes in taws and regulations; foreign exchange
risks; and the eftect of natural disasters and changes in our key management personnel.
We caution ihat the foragoing list of factors is not exclusive and that ather risks and
ungertainties may cause actual results to differ materially from those in forward-lapking
statemnents. Forward-looking statements speak only as of the date they are made.

TM™ and ® denole a irademark or registered mark owned by James Hardie International
Finance BY, THIS ANNUAL REPORT IS PRINTED ON AN ENVIRONMENTALLY RESPONSIBLE
PAPER MANUFACTURED UNDER ENVIRONMENTAL MANAGEMENT SYSTEMS 15014001
AND EMAS 2 USING ELEMENTAL CHLORINE FREE (ECF) PULP SOURCED FROM
SUSTAINABLE, WELL MANAGED FORESTS.

DESIGN AND PRODUCTION BY SPATCHURST
www.spatchurst.com.au

Cover: James Mardig’s next generation of premium exterior cladding is thicker, with timber-like agsthatics and durable low-density. This product is sold as Artisan™

lap siding in the US, Scyon™ Linea™ weatherboards in Austrafia and Lin2a™ weatherboards in New Zealand. Photo ® Stephen Roke Photography 2004 Page §-1: Scyon™
Linea™ weatherboards, HardiFlex® sheets and Scyon™ Axent trim on an Orbit Homes display home at Aurora estate, Me!bourne, Australia. Architect 00 Architecture

Page 2: {background) Scyon™ Stria cladding. Plantation Homes, Queensland, Australia Pages 4-11: (background) Scyon™ Linga™ weatherboards, Currumbin Waters,
Queensland, Australia. Designer Shane Denman. Page 11: HardieBacker™ %" backerboard, US Antisan™ lap siding, US Scyon™ Linea™ weatherboards, Currumbin Waters,
Queensland, Australia. Designer Shane Denman Pages 12-13: James Hardie lap and shingle siding, wilh ColorPlus® technotogy, featured on MigWes! Homes' Minnesota
Top Homes Valume 2. Home by Mark Anthony Homes, Hudson Wisconsin, US Page 14: Scyon™ Linga™ weatherboards, HardiFlex® sheets and Scyon™ Axent trim on &n
Orbit Homes display home at Aurora estate, Melbourne, Australia. Architect dKQ Aschitecture, Scyon™ Linea™ weatherboards, Plantation Homes display home, The Arcadia,
Springfield Lakes, Queensland, Australia Pages 14-15: ExoTec™ fagade pane! and fixing system used on the Queensland University of Technatogy, Brisbane, Austratia.
Architect Conrad & Gargett Pages 18-19: Scyon™ Linea™ weatherboards and Scyon™ Axent™ trim on HardiFlex® sheets. Builder Qrbit Homes; architect dKQ Architecture
Page 20: Scyon™ Linea™ weatherboards, Scyon™ Matrix cladding, Scyon™ Axon™ ctadding. Designer Greystone Homes, Murrays Beach, Lake Macquarie, Australia
Pages 22-26: (background) Scyon™ Linga™ weatherboards, Currumbin Waters, Gueensland, Australia, Designer Shane Denman
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Atrium, 8th Floor

Strawinskylaan 3077

10772X Amsterdam, Netherlands
Telephone  +31(0) 20 301 2986
Facsimile +31(0) 20 404 2544

USA Regional Office

26300 La Alameda, Suite 100
Mission Vigjo, California 92691
United States of America
Telephone  +1(949) 348 1800
Facsimile +11(949) 348 4534

Australian Regional Dtfice
Level 3, 22 Pitt Street

Sydney NSW 2000, Australia
Telephone  +61(2) 8274 5274
Facsimile ~ +61(2) 8274 5217

BUSINESS UNIT QFFICES

AUSTRALIA

James Hardie Building Products
10 Colguhoun Sireet

Rosehil!, 2142, NSW, Australia
Facsimile 1800 818 819
www.jameshardie.com.au

Ask James Hardig™

Telephone 13 1103

James Hardie FRC Pipes
46 Randle Road

Meeandah, 4008
Queensland, Austratia
Telephone 1800 659 850
Facsimile 1800 639 908
www.jameshardie.com.au

EUROPE

James Hardie Building Products
Atrium, 8th Floor

Strawinskylaan 3077

1077ZX Amsterdam, Netherlands

Telephone  +31(0) 20 301 6750
Facsimile +31 (0} 20 642 5357
www.jameshardieeu.com

Customer Toll Free Service Help Line
within UK - 0800 068 3103
Customer Tell Free Service Help Line
within France - 0800 903 089

NEW ZEALAND

James Hardie Building Products
50 ('Rorke Road

Penrase, Auckland

New Zealand

Telephone  +64 (9) 579 9919
Facsimile +64 (9) 525 4810
www.jameshardig.co.nz

Ask James Hardie™ Helpline

Toll Free 0800 808 868

PHILIPPINES
James Hardie Building Products
Barangay San Isidro

o Cabuyao, Laguna, 4025

-1 Philippines

Telephone  +63 (2) 897 8131
Facsimile +63 (2} 895 2994
www.jameshardie.com.ph

NORTH AMERICA

James Hardie Building Products
26300 La Alameda, Suite 250
Mission Viejo

California 92691

United States of America

Telsphone  +1 (949) 348 1800
Facsimile  +1(949) 367 0185
www.jameshardie.com

Customer Service 1 (866) 4HARDIE




